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ENERGY  AND  WATER  DEVELOPMENT 
APPROPRIATIONS  FOR  FISCAL  YEAR  1994 


THURSDAY,  APRIL  29,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  2:15  p.m.,  in  room  SD-192,  Dirksen 
Senate  Office  Building,  Hon.  Mark  O.  Hatfield  presiding. 
Present:  Senators  Hatfield  and  Gorton. 

BONNEVILLE  POWER  ADMINISTRATION 

STATEMENT  OF  RANDALL  HARDY,  ADMINISTRATOR 

ACCOMPANIED  BY: 

JACK  ROBERTSON,  DEPUTY  ADMINISTRATOR 

STEVE  fflCKOK,  EXECUTIVE  ASSISTANT  ADMINISTRATOR 

STEVE  WRIGHT,  ASSISTANT  ADMINISTRATOR  FOR  WASHINGTON, 

DC,  OPERATION 
NORMA  PIZZA,  HEAD  BUDGET  OFFICER 

OPENING  STATEMENT  OF  SENATOR  HATFIELD 

Senator  HATFIELD.  The  hearing  will  come  to  order.  Today,  this 
subcommittee  begins  its  hearing  on  the  fiscal  year  1994  budget  re- 
quest for  the  Bonneville  Power  Administration. 

This  afternoon,  we  will  receive  testimony  from  the  BPA  Adminis- 
trator, Mr.  Randall  Hardy.  Counting  last  year's  budget  hearing  and 
our  most  recent  salmon  field  hearing  in  Portland,  this  is  Mr.  Har- 
dy's third  appearance  before  this  subcommittee.  By  way  of  contrast, 
this  is  the  third  BPA  hearing  on  Capitol  Hill  in  the  last  24  hours. 
The  DeFazio  task  force,  under  the  auspices  of  the  House  Natural 
Resources  Committee,  conducted  its  first  Bonneville  hearing  yester- 
day afternoon.  The  House  Energy  and  Water  Development  Appro- 
priations Subcommittee  held  its  fiscal  year  1994  BPA  budget  hear- 
ing this  morning. 

As  it  is  unlikely  that  any  new  issues  will  be  aired  at  this  hearing 
that  were  not  discussed  earlier  at  the  House  hearings,  and  in  con- 
sideration of  Mr.  Hard^s  physical  stamina,  I  hope  the  duration  of 
this  hearing  can  be  kept  at  a  minimum. 

Mr.  Hardy.  Thank  you.  Senator. 

Senator  Hatfield.  While  I  have  a  series  of  questions  that  I  will 
submit  in  writing  for  the  official  hearing  record,  I  want  to  spend 
the  majority  of  the  time  in  a  general  discussion  on  some  of  the 
major  issues  facing  BPA  and  the  Pacific  Northwest — the  much  an- 
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ticipated  rate  increases,  future  access  to  capital  markets,  salmon 
recovery  efforts,  and  resource  acquisition. 

The  challenges  facing  Bonneville  are  greater  today  than  at  any 
other  time  in  the  agency's  history  and  meeting  these  challenges 
will  test  the  ability,  the  creativity,  and  the  visionary  thinking  of 
BPA's  collective  leadership. 

The  Administrator  and  his  staff  are  already  on  the  front  lines  of 
a  battle  which  will  define  the  future  economic,  social,  and  environ- 
mental character  of  the  Pacific  Northwest  for  generations  to  come. 

While  a  certain  measure  of  change  is  both  necessary  and  healthy 
for  any  organization,  Bonneville's  mission,  and  what  it  ultimately 
will  be  judged  by,  will  be  its  ability  to  gauge  and  control  the 
amount  of  change  that  is  made. 

I  want  to  make  it  perfectly  clear  that  helping  to  ensure  the  long- 
term  financial  health  of  BPA  is  one  of  my  highest  priorities  during 
this  session  of  the  Congress. 

I  know  there  is  a  lot  of  second-guessing  occurring  in  the  region 
about  various  actions  the  Administrator  should  take  to  stem  Bon- 
neville's hemorrhaging  of  red  ink. 

I  have  been  on  the  political  hot  seat  myself  on  many  occasions. 
I  know  that  it  is  a  lonely  place  to  be,  but  let  there  be  no  misunder- 
standing that  difficult  decisions  must  and  will  be  made  and,  ulti- 
mately, the  Administrator  will  make  them. 

Revenues  will  be  increased.  Programs  will  be  cut  down,  even  pro- 
grams which  I  strongly  support.  While  we  have  come  to  rely  on 
Bonneville  as  the  region's  piggy  bank  for  so  many  important  pro- 
grams, including  conservation  and  fish  and  wildlife — two  of  my 
highest  priorities — ^we  must  never  lose  sight  of  the  fact  that  these 
programs  cannot  be  effective  if  Bonneville  is  not  financially  sound. 

All  of  the  transmission  lines,  salmon  recovery  plans,  and  con- 
servation acquisition  programs  in  the  world  will  not  be  worth  a 
plug  nickel  if  BPA  does  not  have  sufficient  resources  to  pay  for 
them. 

If  the  time  has  come  for  the  region  to  take  its  medicine,  then  let 
us  swallow  hard  and  get  on  with  the  job  of  planning  for  the  future. 

Mr.  Hardy,  Senator  Gorton  from  Washington  State  will  soon  be 
joining  me,  I  believe.  And  other  members  of  this  subcommittee  are 
here  to  assist  you  in  any  way  we  can  as  you  navigate  through  the 
eye  of  this  most  recent  regional  storm. 

With  that  said,  Mr.  Administrator,  I  invite  you  to  proceed  with 
your  testimony.  Your  entire  statement  will  be  placed  in  the  record. 
If  you  care  to  highlight  it  and  summarize  it,  that  would  be  appre- 
ciated. 

STATEMENT  SUMMARY 

Mr.  Hardy.  Thank  you,  Mr.  Chairman.  I  would  like  to  just  brief- 
ly summarize  our  financial  condition  as  a  prelude  to  your  ques- 
tions. 

As  you  described  in  your  opening  statement,  Bonneville  is  prob- 
ably under  more  stress  today  than  at  any  time  in  its  55-year  his- 
tory. 

We  have  a  whole  series  of  things,  any  one  of  which  would  be  a 
challenge  to  manage — salmon  recovery,  the  drought,  record  low 


aluminum  prices,  and  various  governmental  initiatives  that  would 
end  up  restructuring  us  or  increasing  our  costs. 

Any  of  those  would  be  a  challenge  to  manage  in  and  of  itself,  but 
all  four  of  them  are  essentially  coming  at  the  same  time.  This  pre- 
sented me  and  our  agency  with  a  series  of  challenges  that  is 
unique  in  our  history. 

That  being  said,  I  think  we  have  the  capability  in  the  Bonneville 
staff  and  the  Bonneville  organization,  with  the  cooperation  of  our 
customers  and  other  regional  interests,  to  weather  this  storm  and 
to  come  out  the  better  for  it. 

In  every  crisis  there  is  an  opportunity.  And  I  believe  this  crisis 
offers  us  similar  opportunities  to  restructure  ourselves,  to  make 
ourselves  more  efficient,  as  well  as  to  unbundle  our  services  and 
provide  new  marketing  and  revenue  opportunities. 

FINANCIAL  CONDITION 

Our  financial  condition  has  deteriorated  by  over  one-quarter  of  a 
billion  dollars  in  the  last  3  months. 

That  has  been  brought  about  by  two  factors:  First,  near  record 
low  precipitation  in  January  and  February;  and  second,  a  cold  snap 
in  mid-January  that  caused  us  to  interrupt  the  top  quartile  of  the 
aluminum  companies. 

The  cold  snap  produced  two  secondary  effects:  First,  a  dramatic 
increase  in  demand  for  our  product;  and,  second,  a  dramatic  drop 
off  in  streamflows,  and  hence,  inflow  to  the  reservoirs. 

Those  two  factors — low  precipitation  with  its  subsequent  effects 
and  the  cold  snap,  caused  us  to  make  $170  million  of  unbudgeted 
power  purchases  in  January,  February,  and  early  March. 

In  addition,  because  the  snowpack  was  considerably  less  than  an- 
ticipated as  a  result  of  lower  precipitation  in  January  and  Feb- 
ruary, our  revenue  projections  from  surplus  power  sales  to  Califor- 
nia and  other  utilities  were  $40  million  lower  than  expected. 

The  sum  total  of  all  of  those  events  caused  us  to  significantly 
change  our  outlook,  both  for  our  end-of-year  reserve  level  and  for 
the  size  of  the  rate  increase. 

As  of  January  1,  we  were  anticipating  we  would  end  fiscal  year 
1993  with  a  reserve  level  of  some  $360  million.  Today  I  expect,  ab- 
sent other  changes,  that  we  will  end  fiscal  1993  with  a  reserve 
level  of  $90  million. 

The  significance  of  the  $90  million  figure,  is  that  is  basically  a 
month's  cash  flow  for  us.  From  the  time  we  make  our  Treasury 
payment  on  September  30  to  the  third  week  in  October  when  util- 
ity customer  bills  start  coming  in  the  door,  that  3-week  period,  es- 
pecially in  October,  is  roughly  $80  to  $100  million  worth  of  cash 
flow.  So  we  are  already  right  at  cash  flow  margin. 

I  remain  confident  that  we  will  make  our  Treasury  payment,  ab- 
sent any  other  dramatic  worsening  of  water  conditions  or  increased 
Endangered  Species  Act  requirements,  but  we  are  clearly  in  the 
danger  zone,  as  we  have  not  been  for  several  years. 

The  second  effect  of  these  changes  in  water  conditions  over  the 
last  3  months,  besides  lowering  our  reserve  levels,  has  been  to 
push  up  the  size  of  the  rate  increase  by  a  substantial  amount. 


In  January  we  made  an  initial  rate  proposal  in  our  formal  rate 
case  hearing  process  of  11^2  percent  for  a  priority  firm  rate  in- 
crease to  go  into  effect  on  October  1  of  this  year. 

RATE  IMPACT 

As  a  result  of  these  changed  circumstances,  absent  any  other  ac- 
tion on  Bonneville's  part,  we  would  be  looking  at  a  rate  increase 
in  the  23-  to  25-percent  range. 

When  I  added  sdl  of  these  numbers  up  5  weeks  ago  and  we  con- 
cluded on  what  our  power  purchases  for  the  spring  would  be  and 
looked  at  our  expenses,  I  concluded  that  that  level  of  rate  increase 
was  simply  unacceptable  for  the  region  and  for  Bonneville. 

As  a  result  of  that,  we  announced  three  actions  that  we  are  now 
pursuing  aggressively.  The  first  action  was  to  cut  our  administra- 
tive costs  for  the  balance  of  fiscal  1993  by  50  percent. 

The  second  action  was  to  cut  all  of  our  programs  across  the  board 
by  a  range  of  5  to  25  percent.  I  suspect  that  when  we  finally  settle 
on  the  cuts,  probably  sometime  in  mid  to  late  May,  that  will  be 
closer  to  20  to  25  percent  than  at  the  5  percent,  although  there  will 
be  varying  cuts  in  different  programs. 

And  finally,  we  are  moving  to  terminate  Washington  Public 
Power  Supply  System  plants  1  and  3,  and  the  two  mothballed 
WPPSS  plants.  The  region  should  realize  savings  of  $10  million  a 
year  due  to  the  elimination  of  their  preservation  costs.  While  I  do 
not  expect  those  savings  to  come  immediately,  I  hope  we  will  start 
to  realize  those  by  fiscal  1995. 

In  short,  we  are  trying  to  take  aggressive  actions  to  control  our 
costs.  We  think  that  we  can  do  that.  And  we  will  do  that.  We  think 
it  will  enable  us  to  manage  our  Treasury  payment  this  year,  as  we 
have  past  years. 

But  I  do  not  have  much,  if  any,  margin  left,  if  there  are  either 
dramatic  worsening  in  water  conditions  or  further  Endangered 
Species  Act  requirements  that  require  us  to  provide  more  flows  or 
more  spill  or  other  kinds  of  measures  that  can  get  very  costly  in 
a  hurry. 

I  think  we  are  about  as  well  positioned  as  we  can  be,  both  to  try 
to  get  the  size  of  rate  increase  down  and  to  manage  our  Treasury 
payment  in  1993. 

BONNEVILLE  COMPETITIVENESS  PROJECT 

In  the  longer  term,  we  have  undertaken  what  we  are  calling  the 
Bonneville  competitiveness  project  to  try  to  look  at  our  structural 
efficiency  and  service  delivery  over  the  long  term. 

This  involves  a  number  of  activities.  And  I  would  be  happy  to  go 
into  this  in  greater  detail,  if  it  would  interest  the  subcommittee. 
Basically,  it  involves  major  structural  changes  to  improve  our  effi- 
ciency and  unbundling  of  our  services  so  we  can  provide  a  much 
greater  variety  of  products  and  services  and  market  them  and  col- 
lect the  value  for  them,  accordingly.  We  are  undertaking  this 
project  so  that  we  can  be  more  responsive  to  our  customers'  needs 
and  also  realize  greater  revenue  on  higher  value  products. 


We  need  to  make  these  long-term  structural  changes.  And  the 
short-term  financial  crisis  that  we  are  in  simply  highlights  the 
need  to  take  dramatic  action.  I  am  committed  to  doing  that. 

But  I  am  also  committed  to  doing  so  in  a  way  that  does  not  un- 
dermine our  fundamental  long-term  objectives  in  the  conservation 
and  fish  area,  as  well  as  our  basic  delivery  of  power  over  our  trans- 
mission grid  to  all  of  our  155  utility  and  industry  customers  in  the 
Northwest. 

That  concludes  my  opening  statement,  Mr.  Chairman.  I  would  be 
happy  to  answer  any  questions. 

[The  statement  follows:] 

Statement  of  Randall  Hardy 

Mr.  Chairman  and  Members  of  the  Subcommittee,  it  is  a  pleasure  to  come  before 
you  to  present  tiie  fiscal  yesir  1994  budget  for  the  Bonneville  Power  Administration. 
The  SuDcommittee's  attention  and  support  continues  to  be  essential  as  we  work  to 
address  the  present  challenges  we  face  in  the  Northwest.  First,  I  will  discuss  our 
current  financial  situation  as  of  the  end  of  the  second  quarter  of  fiscal  year  1993, 
and  then  I  will  turn  to  our  budget  and  program  activities. 

CURRENT  financial  STATUS — SUMMARY 

After  several  years  of  positive  net  revenues  and  a  strengthening  financial  position, 
Bonneville  is  currently  being  challenged  as  never  before.  When  I  last  appeared  be- 
fore this  committee,  Bonneville  was  projecting  in  its  fiscal  year  1993  ConCTessional 
budget  a  financial  reserve  level  at  the  end  of  fiscal  year  1993  of  $872  million.  That 
amount  has  now  dropped  to  $90  million,  a  decrease  of  over  $780  million.  This  de- 
crease is  composed  of  a  decline  of  about  $349  million  in  revenues  fix)m  Bonneville's 
direct  service  industrial  customers,  a  further  decline  of  $349  million  in  revenues  of 
lower  non-firm  power  sales,  and  a  $84  million  net  increase  in  costs,  mostly  for  in- 
creased power  purchase.  Especially  alarming  has  been  the  rate  at  which  reserves 
have  deteriorated  since  the  first  of  the  year.  In  the  last  three  months,  Bonneville's 
reserve  picture  has  moved  toward  the  red  by  more  than  a  quarter  of  a  billion  dol- 
lars. 

A  combination  of  factors  have  resulted  in  this  dramatic  decline.  The  most  remark- 
able is  the  subnormal  snowpack  in  the  upper  Columbia  and  Snake  River  Basins  and 
subsequent  lack  of  run-off,  which  has  had  both  significant  revenue  and  cost  impacts. 
Other  factors  include  low  aluminum  prices,  higher  than  anticipated  loads,  the  loss 
of  a  major  regional  thermeil  generating  facility — ^the  Trojan  nuclear  power  station, 
and  environmental  actions  to  protect  and  restore  endangered  species  of  salmon. 

The  current  streamflow  ana  run-off  deficits  in  the  Pacific  Northwest  have  placed 
the  electrical  power  system  under  more  stress  than  at  any  time  in  its  history.  The 
last  six  water  years  have  been  the  equal  of  the  Dust  Bowl  years — the  worst  six  con- 
secutive water  years  on  record.  Last  winter  we  saw  the  lowest  streamflows  at  any 
point  in  our  history.  You  have  to  go  back  to  1944—45  to  find  the  last  two-year  period 
that  looked  like  1992-93.  And  Bonneville  has  obUgations  to  meet  a  load  that  is  14 
times  greater  today  than  in  1944-45. 

After  severe  drought  conditions  during  the  summer  of  1992,  we  had  hoped  fall 
and  winter  rainfall  would  improve  streamflows.  Instead  conditions  deteriorated  fur- 
ther. Due  to  unusually  cold  temperatures,  the  early  precipitation  came  in  the  form 
of  snow  and  remained  in  the  mountains  rather  than  feeding  streams.  The  situation 
was  exacerbated  by  the  driest  February  on  record.  As  a  resiJt,  the  Columbia  Basin's 
August  to  February  streamflows  threatened  to  take  the  reservoirs  to  "empty,"  mean- 
ing minimum  generating  pool.  We  only  averted  that  situation  by  making  massive 
power  purchases  outside  the  Northwest  and  importing  the  power. 

At  the  same  time  streamflows  remained  low  this  winter,  demand  for  electricity 
overran  normal  expected  loads  because  of  a  prolonged  cold  spell.  Bonneville's  cus- 
tomers required  about  1,500  average  megawatts  more  than  normal.  By  comparison, 
the  city  of  Seattle  uses  about  1,100  average  megawatts  of  electricitv.  The  additional 
loads  were  equivalent  to  an  extra  Seattle-and-a-hsdf  on  our  system  last  winter. 

CURRENT  COST  PRESSURES 

The  situation  looked  severe  enough  to  us  last  fall  that  Bonneville  restricted  the 
interruptible  portion  of  its  power  service  to  its  large  industrial  customers  (mainly 
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aluminum  smelters)  in  order  to  meet  its  firm  power  obligations.  The  use  of  interrup- 
tion rights  in  our  industrial  contracts  has  been  extremely  infrequent,  only  having 
been  invoked  one  other  time  since  1980.  This  restriction  of  one-quarter  of  the  indus- 
trial load  is  expected  to  continue  until  at  least  the  end  of  the  calendar  year,  and 
has  resulted  in  employee  layoffs  as  pothnes  have  been  shut  down. 

This  interruption  of  about  550  megawatts  of  contract  demand  did  not  restore  load- 
resource  balance,  however;  and  Bonneville  proceeded  to  make  $200  million  of  spot- 
market  power  purchases  to  avoid  brown-outs  and  to  maintain  our  ability  to  provide 
a  spring  and  summer  "fish  flush"  (extra  water  to  speed  downstream  migration  of 
juvenile  salmon).  Bonneville  originally  budgeted  $90  million  for  power  purchases 
during  fiscal  year  1993,  but  we  now  expect  to  top  $260  million  by  the  end  of  the 
fiscal  year. 

In  1992,  Bonneville  nearly  doubled  the  volvime  of  water  dedicated  to  fish  migra- 
tions by  adding  3  million  acre-feet  to  the  existing  water  budget  of  3.45  million  acre- 
feet.  In  1993,  Bonneville  is  again  holding  storage  of  6.45  million  acre-feet  for  fish 
migration,  but  at  an  operational  cost  of  more  than  $60  million.  This  is  due  to  the 
high  prices  of  the  replacement  energy  we  have  acquired  to  hold  this  water.  Some 
reservoirs  would  be  at  their  historic  lowest  levels  today  if  it  were  not  for  the  fact 
that  Bonneville  had  made  these  purchases  and  is  storing  water  to  aid  the  spring 
fish  migration. 

In  addition,  the  operation  of  the  Dworsak  reservoir  in  Idaho  has  been  radically 
altered  so  that  releases  are  timed  primarily  to  help  fish  migration  instead  of  for  op- 
timal power  production.  The  new  operations  at  Dworsak  cost  Bonneville  an  addi- 
tional $20-30  million  a  year.  Other  project  operations  for  fish,  such  as  spilling  water 
instead  of  generating  power,  add  additional  cost  to  Bonneville  of  $10-20  million. 

Power  purchases  nave  also  been  higher  than  anticipated  due  to  both  the  decision 
by  Portland  General  Electric  Company  to  retire  its  Trojan  Nuclear  Power  Plant  18 
years  before  the  expiration  of  its  operating  license  (Bonneville  pays  for  and  markets 
30  percent  of  the  output  of  that  plant  through  net  billing  agreements);  and  to  a  se- 
ries of  unplanned  outages  at  the  Washington  PubUc  Power  Supply  System  Nuclear 
Plant  #2  in  Hanford,  Vt^hington. 

CURRENT  REVENUE  SHORTFALLS 

As  expenditures  have  risen,  Bonneville's  revenues  have  declined  sharply  because 
low  streatnflows  and  runoff"  conditions  have  meant  there  has  been  little  nonfirm  en- 
ergy to  sell.  When  rates  were  set  in  1991,  nonfirm  energy  sales  for  FY's  1992-1993 
were  projected  to  total  $429  million.  The  current  two  year  totfd,  combining  fiscal 
year  1992  actuals  and  fiscal  year  1993  forecasts  as  of  the  end  of  the  second  quarter, 
is  only  $80  million,  a  reduction  of  $349  million. 

Revenues  from  sales  to  Bonneville's  industrial  customers  have  also  sharply  de- 
clined over  the  past  two  years  due  to  the  low  world-wide  price  for  aluminum.  In 
1986,  Bonneville  estabUshed  its  variable  industrial  rate  in  response  to  the  increas- 
ing volatility  of  Bonneville's  aluminum  smelter  load.  This  rate  structure,  which  ties 
the  rate  aluminum  smelters  pay  to  the  world  aluminum  price,  was  designed  to  keep 
Pacific  Northwest  regional  aluminum  smelters  operational  during  periods  of  low 
aluminum  prices,  such  as  we  have  experienced  in  the  last  two  years.  The  low  price 
for  aluminum,  combined  wiUi  the  reduced  loads  due  to  the  curtailments  forced  by 
streamflow  conditions,  have  resulted  in  a  fiirther  reduction  in  revenues  of  $349  mil- 
lion from  original  projections  for  fiscal  year  1992-1993. 

In  light  of  the  many  uncertainties  mentioned,  Bonneville  and  the  region's  utilities 
continue  to  carefiJly  plan  and  coordinate  the  Northwest  electrical  power  system  to 
ensure  reliability.  Planners  take  into  account  and  incorporate  flexioiUty  and  safety 
mechanisms  for  unusual  events  such  as  we  have  been  experiencing.  What  is  extraor- 
dinary about  this  winter  is  that  many  improbable  events  have  occurred  almost  si- 
multaneously. Bonneville  is  working  closely  with  its  customers  and  constituents  to 
manage  our  way  responsibly  and  resourcefully  through  the  challenges  we  face. 

BONNEVILLE  TREASURY  PAYMENTS 

In  keeping  with  this  committee's  direction,  one  of  our  most  important  priorities 
is  to  assure  that  Bonneville's  payments  to  the  U.S.  Treasury  are  made  in  fiill  and 
on  time.  I  am  pleased  to  report  that  last  year  we  made  our  annual  payment  to 
Treasury  of  more  than  $675  million  for  the  ninth  straight  year.  At  the  close  of  fiscal 
year  1992,  Bonneville's  ciimulative  principal  and  interest  cash  pajmients  on  the  tax- 
payer's investment  in  the  Federal  Colxmibia  River  Power  System  totaled  $7.73  bil- 
lion, of  which  $5.56  billion  has  been  for  interest  and  $2.16  bilHon  has  been  for  prin- 
cipal. The  total  Federal  investment  yet  to  be  repaid  as  of  the  end  of  fiscal  year  1992 
was  $8.73  biUion. 


In  spite  of  the  difficulties  we  have  experienced  to  date,  we  will  be  able  to  make 
our  FY  1993  Treasury  payment  of  almost  $750  million  in  fvill  and  on  time  if  one 
thing  happens  and  another  does  not.  What  must  happen  is  that  I  must  cut  adminis- 
trative costs  drastically  and  slow  programs  down  to  conserve  cash.  I  am  doing  that. 
We  are  operating  for  the  balance  of  this  year  at  substantially  reduced  administra- 
tive cost  levels,  and  we  have  slowed  down  or  completely  deferred  a  number  of  major 
projects.  As  I  mentioned  earlier,  Bonneville  now  projects  that  its  reserve  balance  at 
the  end  of  fiscal  year  1993  will  be  only  $90  million. 

What  must  not  happen  is  another  major  cost  or  revenue  surprise.  If  we  suffer  a 
prolonged  thermal  plant  outage,  additional  unanticipated  costs,  or  a  worsening  of 
the  drought  this  spring  and  summer,  Bonneville  would  be  forced  to  reschedule  and 
maybe  defer  at  least  part  of  its  fiscal  year  1993  Treasury  pa5mient. 

I  have  made  a  personal  appeal  to  Bonneville  employees  and  the  management 
team  to  seek  out  all  opportunities  to  cut  costs  during  the  rest  of  fiscal  year  1993. 
Funds  for  discretionary  activities  in  the  administrative  cost  area  such  as  training, 
travel,  overtime,  supplies,  and  contractor  support  are  being  severely  curtailed.  A 
limited  hiring  fi-eeze  nas  been  in  place  since  April  of  1992  and  will  continue  until 
conditions  improve.  Only  critical  positions  are  being  filled.  We  are  also  re-examining 
our  program  plans  to  see  to  what  extent  we  can  defer,  or  simply  eliminate,  work 
previously  planned  for  the  rest  of  the  year.  I  am  confident  that  we  are  doing  all  that 
we  can  to  contain  costs  for  fiscal  year  1993  in  order  to  assure  our  ability  to  make 
our  Treasury  payment. 

1993  RATE  CASE 

Looking  to  the  mid-term,  Bonneville  is  currently  working  with  its  customers  in 
its  1993  rate  case  to  establish  new  wholesale  power  and  transmission  rates  for  FY's 
1994-1995.  Following  considerable  planning  reductions  last  summer  in  ovu*  public 
"Programs  in  Perspective"  process,  Bonneville  brought  its  initial  rate  proposal  down 
to  an  11.6  percent  increase  in  the  preference  customer  priority  firm  power  rate.  Al- 
most half  of  that  increase  was  due  to  our  increased  fish  and  wildlife  mitigation  ef- 
forts, and  much  of  the  rest  was  due  to  the  1992  drought  and  aluminum  prices.  Since 
that  proposal  was  filed  in  January,  Bonneville's  fiscal  year  1993  financial  picture 
has  deteriorated  significantly.  This  deterioration  could  result  in  the  need  for  a  rate 
increase  double  that  anticipated  in  the  initial  proposal.  Given  the  slow  recovery  of 
the  regional  economy  and  the  increasingly  competitive  natvire  of  the  Northwest 
power  market,  this  level  of  rate  increase  could  cause  significant  hardship  to  some 
Bonneville  customers.  Our  industrial  customers,  already  hurt  by  low  aluminum 
prices,  would  likely  be  forced  to  decrease  production  even  further,  la3dng  off"  more 
workers  and  putting  additional  burdens  on  the  Nortiiwest  economy. 

In  light  of  the  serious  impacts  of  increases  of  this  magnitude,  Bonneville  is  work- 
ing internally  to  reduce  costs.  The  external  factors  we  have  mentioned  and  our  fi- 
nancial situation  make  this  necessary.  As  we  revise  our  activities  and  institute  pro- 
gram deferrals  or  reductions,  we  will  keep  the  committee  well  informed.  I  must  de- 
cide the  general  magnitude  of  the  program  cut-back  for  my  June  record  of  decision 
on  the  rates.  This  decision  will  be  sent  to  the  Federal  Energy  Regulatory  Commis- 
sion for  review  in  August  before  the  new  rates  go  into  effect  on  October  1.  I  son  de- 
termined that  through  responsible  management  actions  we  can  and  will  emerge 
from  our  current  difficulties  as  a  stronger  agency,  able  to  face  the  challenges  that 
will  continue  to  arise  in  the  increasingly  competitive  power  market. 

WHAT  UES  BEYOND  THE  DROUGHT 

For  the  longer  term,  Bonneville  faces  four  major  challenges:  providing  stable  sys- 
tem operations  while  fulfilling  our  environmental  responsibilities;  acquiring  addi- 
tional conservation  and  generation  resources  to  meet  our  statutory  obligations; 
meeting  changing  power  and  transmission  service  demands  while  fully  recovering 
costs;  and  meeting  financial  goals  that  maintain  Bonneville's  competitive  edge. 

PROTECTING  AND  IMPROVING  THE  ENVIRONMENT 

With  the  passage  of  the  Pacific  Northwest  Electric  Power  Planning  and  Conserva- 
tion Act  in  1980,  Bonneville's  responsibilities  were  expanded  to  include  the  protec- 
tion, mitigation,  and  enhancement  offish  and  wildlife,  particularly  the  anadromous 
fishery  of  the  Columbia  River  and  its  tributaries.  As  Bonneville  has  striven  to  re- 
spond to  this  increased  responsibility,  our  budget  for  fish  and  wildlife  has  grown 
dramatically.  In  fiscal  year  1980,  before  implementation  of  the  Power  Act,  Bonne- 
ville's annual  budget  for  fish  and  wildlife  mitigation  activities  was  less  than  $1  mil- 
lion a  year.  By  fiscal  year  1991  that  amount  had  grown  to  over  $100  million.  In  fis- 
cal year  1994,  Bonneville,  directly  and  indirectly,  will  spend  more  than  $250  million 
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in  fish  and  wildlife  measures,  including  over  $80  million  in  power  purchases  to  store 
water  for  fish  migration  and  foregone  revenues  due  to  fish  spill  and  other  Endan- 
gered Species  Act  reservoir  operations. 

Perhaps  the  most  pressing^environmental  challenge  facing  the  Northwest  is  the 
serious  aecUne  in  Columbia  Basin  wild  salmon  stocks.  The  decline  in  these  species 
and  the  listing  of  three  Columbia  Basin  wild  salmon  stocks  as  threatened  or  endan- 
gered under  the  Endangered  Species  Act  emphasizes  the  need  for  a  balanced  re- 
gional approach  to  management  of  the  Columbia  River.  The  requirements  of  the  En- 
dangered Species  Act  have  led  Bonneville,  along  with  other  Federal  agencies,  to 
momfy  hydrosystem  operations  to  ensure  that  Federal  actions  will  pose  no  jeopardy 
to  the  continued  existence  of  any  listed  stocks. 

Even  before  the  Endangered  Species  Act  listing,  Bonneville,  with  the  Bureau  of 
Reclamation,  Corps  of  Engineers,  and  several  cooperating  Federal  agencies,  started 
work  on  the  Columbia  River  System  Operation  Review,  a  comprehensive  examina- 
tion of  hydrosystem  operations.  In  fiscal  year  1994,  Bonneville  and  the  other  agen- 
cies expect  to  release  the  Environmental  Impact  Statement  associated  with  the  Sys- 
tem Operations  Review,  which  will  describe  strategies  for  operating  the  system  in 
a  balanced  manner — aiming  to  better  fulfill  environmental  responsibilities  while 
also  providing  a  stable,  predictable  power  supply.  The  operational  strategies  being 
developed  ana  evaluated  in  the  Systems  Operation  Review  are  the  key  to  enabling 
quick  and  timely  decisions  on  systems  operations  for  long-term  recovery  of  salmon 
stocks  and  maintenance  of  a  stable  power  supply. 

Bonneville  strongly  supports  the  regional  effort  of  the  Northwest  Power  Planning 
Council  (Council)  to  protect  and  enhance  weakened  fish  stock.  In  fiscal  year  1994, 
Bonneville  will  be  undertaking  actions  which  go  beyond  the  recommendations  of  the 
Council.  These  actions  will  be  consistent  with  measures  required  by  the  National 
Marine  Fisheries  Service  as  necessary  to  ensure  that  listed  fishery  stocks  will  not 
be  jeopardized. 

Our  efforts  to  protect  and  enhance  wild  salmon  stocks  in  the  Columbia  River 
Basin  have  a  widespread  impact  on  many  aspects  of  our  budget  and  operations.  The 
most  apparent  is  in  the  Fish  and  Wildlife  Program,  which  fiinds  activities  such  as 
improvements  in  fish  migration,  fish  monitoring,  research  and  development,  and 
habitat  restoration.  In  addition  to  these  activities,  Bonneville  repays  over  time  the 
costs  of  the  U.S.  Army  Corps  of  Engineers  (Corps)  and  the  U.S.  Bureau  of  Reclama- 
tion (Reclamation)  fish  protection  measures  allocable  to  power  generation,  and  pro- 
vides funds  for  the  operation  and  maintenance  of  certain  fish  facilities  operated  by 
the  U.S.  Fish  and  Wildlife  Service.  Our  budget  also  includes  short-term  power  pur- 
chases and  long-term  power  resource  acquisitions  to  replace  power  lost  as  a  result 
of  changes  to  system  operations  for  fish.  From  1980  to  the  end  of  fiscal  year  1992, 
fish  and  wildlife  actions  by  Bonneville  have  cost  ratepayers  over  $1  biUion,  a  fourth 
of  which  has  been  Bonne"\^le  Fish  and  Wildlife  Program  spending.  The  other  three- 
quarters  reflect  foregone  revenues  and  the  impacts  in  the  costs  mentioned  above. 

Bonneville  takes  a  broad  view  in  working  with  the  Council  and  others  to  address 
Endangered  Species  Act  listed  species,  other  critical  wild  salmon  stocks,  and  the 
other  uses  of  the  Columbia  River.  Providing  for  adequate  recovery  of  the  endangered 
stocks  will  require  a  comprehensive,  regional,  biologically  based  program.  The  power 
system,  using  operational  strategies  that  come  out  of  the  Systems  Operations  Re- 
view, will  play  a  leirge  role  in  the  recovery.  An  effective  solution,  though,  must  also 
address  harvest  management,  habitat,  hateheries,  in-river  flows,  and  other  mitiga- 
tion measures.  Recovery  will  not  be  feasible  without  a  balanced  approach  that  ad- 
dresses all  of  the  obstacles  that  Columbia  Basin  salmon  face. 

In  addition  to  efforts  to  aid  fish,  Boimeville  is  pursuing  stetewide  wildlife  trust 
agreements.  These  agreements  will  fulfill  Bonneville's  obligations  under  the  North- 
west Power  Act  to  mitigate  damage  to  wildlife  caused  by  construction  of  the  dams. 

ADDRESSING  THE  NEED  FOR  ADDITIONAL  ENERGY 

Growth  in  the  region  and  changes  in  river  operations  have  combined  to  end  the 
power  surplus  that  once  existed  in  the  Pacific  Northwest.  Now  the  demand  by  Bon- 
neville customers  for  electric  energy  exceeds  supply  by  about  400  average 
megawatts  per  year.  By  the  year  2000,  Bonneville's  resource  needs  could  exceed  cur- 
rent supply  by  as  much  as  1500  to  2600  average  megawatts.  These  figures  include 
the  shutdown  of  the  Trojan  Nuclear  Power  Plant  which  added  about  215  average 
megawatts  to  Bonneville's  power  needs  (Bonneville  received  30  percent  of  the  output 
of  that  plant).  Further  changes  in  hydro  system  operations  to  aid  salmon  and  other 
resource  changes  could  raise  Hiis  estimate. 

Bonneville  is  working  closely  with  the  Northwest  Power  Planning  Council  and  its 
customers  to  meet  the  region's  future  power  needs,  using  a  balanced,  two-pronged 


approach.  We  will  continue  to  promote  a  West  Coast  Vision  of  transmission  develop- 
ment and  access  in  the  Northwest,  Canada  and  California  to  gain  more  efficient  use 
of  the  existing  available  energy  supplies.  We  will  also  make  new  resource  acquisi- 
tions that  emphasize  conservation  and  a  diverse  mix  of  new  generating  resources, 
based  on  their  cost  effectiveness. 

WEST  COAST  VISION 

In  the  increasingly  competitive  energy  market,  the  ability  to  engage  in  trade,  ex- 
change and  coordination  of  energy  resource  development  among  the  West  Coast  util- 
ities in  Canada,  California,  and  the  Northwest  is  growing  in  importance.  An  inter- 
regional approach  that  incorporates  the  attributes  and  efficiencies  of  a  single  utility, 
while  maintaining  a  competitive  market  for  purchases  and  sales  of  power,  could 
unlock  enormous  economic  and  environmental  benefits  for  all. 

To  accomplish  this,  Bonneville  has  been  working  with  utilities,  the  provincial  gov- 
ernments of  Canada,  and  state  governments  in  the  U.S.  on  a  shared  vision  high- 
lighting the  mutual  economic  and  environmental  benefits  available  through  coopera- 
tion. The  key  to  the  vision  is  to  take  maximum  advantage  of  the  complementary 
strengths  of  each  region.  British  Columbia  has  a  large  hydro  system  and  tremen- 
dous storage  capacity.  Bonneville  has  transmission  interconnections  throughout  the 
Northwest  and  some  hydro  storage  capacity.  California  has  a  large  load  base  that 
is  seasonally  diverse  fi-om  the  Northwest  and  British  Columbia.  These  diflferences 
combine  to  provide  enormous  potential  for  mutually  beneficial  transactions. 

An  example  of  the  benefits  available  can  be  seen  in  the  "environmental  ex- 
changes" consummated  between  Bonneville  and  several  California  utilities  over  the 
past  two  years.  Under  these  agreements.  Northwest  power  is  delivered  to  California 
in  summer  months,  thereby  reducing  the  need  for  operation  of  fossil  fuel  plants  and 
reducing  subsequent  air  pollution.  The  agreements  then  allow  Southwest  utilities  to 
return  the  energy  later  in  the  vear  when  the  Norcnwest  needs  the  power  and  when 
air  pollution  is  lower.  The  result  is  a  win-win  transaction  for  both  regions  one  which 
will  help  protect  Northwest  salmon  runs  while  also  helping  improve  air  quality  in 
Southern  CaUfomia.  "Environmental  exchanges"  of  this  type  have  been  supported 
by  both  the  utility  and  environmental  communities. 

The  ability  to  buy,  sell,  and  exchange  power  between  Northwestern,  Canadian, 
and  Califomian  utilities  has  been  limited  by  transmission  capacity.  Bonneville  is 
working  with  Northwest  utilities  and  British  Columbia  Hydro  to  address  the  capac- 
ity problems  and  expand  the  capacity  of  the  transmission  interconnections  with 
Canada  on  both  the  East  and  West  sides  of  the  Cascade  mountains. 

The  limitation  between  the  Northwest  and  California  is  being  eased  to  a  large  de- 
gree by  the  energization  this  year  of  the  1,600  megawatt  Third  AC  Intertie  project. 
On  March  17,  the  first  800  megawatts  were  activated,  raising  the  total  north-south 
alternating  current  intertie  capacitv  to  4,000  megawatts.  The  remaining  800 
megawatts  is  expected  to  be  energized  by  December  1993.  This  commissioning  is  the 
result  of  nine  years  of  negotiation,  planning,  design  and  construction.  We  are  pro- 
ceeding with  our  non-Federal  participation  proposal  and  now  expect  the  final  Envi- 
ronmental Impact  Statement  to  be  completed  this  summer  and  be  followed  by  the 
Administrators  Record  of  Decision  and  Federal  Energy  Regulatory  Commission  re- 
view of  the  rate  for  capacity  ownership. 

The  intertie  capacity  this  line  provides  will  enable  added  seasonal,  environmental, 
and  other  power  sales  and  exchanges  that  will  strengthen  the  west  coast  vision  and 
improve  efficient  and  economic  resource  development.  The  successfiol  completion  of 
this  hne  is  a  tribute  to  the  dedication  and  vision  of  the  members  of  this  committee, 
who  supported  the  development  of  the  Third  AC  intertie  when  tiie  benefits  were  not 
as  obvious  and  opposition  intense.  I  want  to  express  my  personal  gratitude  for  your 
assistance.  I  hope  we  can  continue  to  work  together  to  provide  far-ranging  leader- 
ship for  energy  related  issues  on  the  West  Coast. 

TRANSMISSION  SYSTEM 

Bonneville  ratepayers  and  the  Federal  government  have  invested  more  than  $3 
billion  in  Bonneville's  transmission  system,  which  provides  about  eighty  percent  of 
the  region's  electric  power  transmission  capacity.  Bonneville  load  growth  in  the 
Northwest  and  increased  non-Federal  use  wul  place  heavy  demands  on  the  system, 
requiring  that  Bonneville  take  measures  to  maintain  and  reinforce  transmission  fa- 
cilities to  ensure  reliable  service. 

Bonneville  has  implemented  a  10-year  operations,  maintenance  and  replacements 
plan  to  estabUsh  a  steady,  long-term  effort  to  protect  the  existing  system  invest- 
ment, replace  womout  and  failing  equipment,  increase  maintenance  productivity, 
and  maintain  safety  and  reUability.  The  plan  also  provides  an  environmental  strat- 
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egy  to  manage  hazardous  substances  associated  with  the  operation  of  the  power  sys- 
tem and  the  environmental  restoration  of  facilities  which  have  been  contaminated 
as  a  result  of  past  practices. 

In  planning  for  transmission  maintenance  and  improvements,  there  is  a  growing 
public  concern  over  electromagnetic  fields  and  their  possible  health  effects.  In  its 
transmission  plaiming,  Bonne'^e  practices  "prudent  avoidance,"  which  means  tak- 
ing reasonable  measures  to  avoid  what  could  be  a  potential  problem  in  the  future. 
Bonneville  is  working  with  the  Electric  Power  Research  Institute  and  the  Depart- 
ment of  Energy  to  aggressively  pursue  and  amply  electromagnetic  fields  research. 

RESOURCE  ACQUISITION 

Bonneville's  Resource  ProCTam  is  an  integrated  resource  plan  in  which  BPA  has 
determined  the  most  cost  effective  resource  additions  it  plans  to  purchase  to  serve 
future  power  loads.  Using  a  least-cost,  integrated  planning  fi-amework,  the  Resource 
Program  identifies  a  schedule  for  flexible  and  environmentally  sound  conservation 
and  generating  resource  additions.  Bonneville  considers  acquiring  all  resources  with 
a  regional  cost  under  5.6  cents  per  kilowatt  hour  (in  1990  dollars)  per  the  Regional 
Council's  1991  Power  Plan.  Bonneville's  goal  is  to  acquire  conservation  that  is  no 
more  expensive  than  alternative  energy  resources.  Bonneville's  fiscal  year  1994 
budget  is  founded  upon  the  planning  levels  of  the  1992  Resource  Program. 

Bonneville's  1992  Resource  Program  calls  for  the  acquisition  of  1,530  average 
megawatts  of  resources  over  the  next  decade,  an  18  percent  increase  over  the  agen- 
cy's present  resource  base.  Half  of  that  amount  will  come  from  Bonneville  energy 
conservation  measures,  fuel  switching,  and  other  efficiency  improvements.  Bonne- 
ville plans  to  purchase  all  cost-effective  conservation  available,  or  660  average 
megawatts  by  the  vear  2003.  Along  with  residential  conservation  programs,  the  Re- 
source Program  calls  for  increased  emphasis  on  commercial  and  industrial  conserva- 
tion and  more  decentralized  program  planning  and  operation.  Bonneville  is  working 
closely  with  its  utility  customers  to  develop  conservation  programs  that  are  tailored 
to  their  individual  needs,  and  which  can  be  managed  locally. 

In  addition  to  Bonneville  and  utility  conservation  programs,  we  are  also  working 
to  increase  our  energy  resources  through  efficiency  improvements  and  new  genera- 
tion. Through  the  authority  clarified  in  the  Energy  Policy  Act  of  1992,  Bonneville 
is  working  with  the  Bureau  of  Reclamation  and  Corps  of  Engineers  on  projects  to 
improve  the  efficiency  and  reliability  of  generation  at  Bureau  and  Corps  facilities. 
These  efforts,  among  others,  will  secure  up  to  120  average  megawatts  in  efficiencies 
in  generation  that  can  be  used  to  serve  loads  at  a  lifecycle  levUized  cost  of  less  than 
one  cent  per  kilowatt  hour  in  1990  dollars. 

Bonneville  also  will  contract  for  generating  resources  such  as  gas-fired  combustion 
turbines  and  cogeneration,  and  wiB  enter  into  inter-regional  power  exchange  trans- 
actions. Some  350  megawatts  of  new  generation  will  come  through  programs  already 
in  place,  and  an  additional  400  megawatts  have  been  targeted  in  the  1992  Resource 
Program.  As  an  example,  last  summer  Bonneville  signed  a  Letter  of  Intent  with 
Tenaska  Power  Partners,  a  private  firm  developing  independent  power  generation 
projects,  to  purchase  the  output  of  a  proposed  gas-fired  combined  cycle  combustion 
turbine  at  an  estimated  levilized  lifecycle  cost  of  about  three  cents  per  kilowatt  hour 
in  1990  dollars.  The  agreement  is  significant  because  it  was  the  first  one  signed 
under  Bonneville's  Competitive  Acquisition  Program.  Tenaska's  project  (to  be  lo- 
cated near  Tacoma,  Washington)  would  provide  up  to  240  average  megawatts  of 
firm  energy. 

As  part  of  its  overall  Resource  Program,  Bonneville  is  continuing  to  work  closely 
with  the  Department  of  Energy,  the  Northwest  Power  Planning  Council,  and  Pacific 
Northwest  utilities  on  a  Resource  Supply  Expansion  Program.  The  goal  of  this  pro- 
gram is  to  move  new  conservation  and  renewable  resource  technologies  into  the 
commercial  marketplace  by  improving  the  cost  effectiveness,  feasibility,  and  utility 
confidence  in  these  technologies  through  cost-shared  demonstration  projects.  The 
Resource  Supply  Expansion  Program  is  underway  and  evolving  as  a  program.  This 
spring,  Bonneville  will  announce  the  selection  of*^ proposals,  from  utihties  in  Idaho, 
Oregon,  and  Washington,  for  two  wind  power  projects.  The  proposed  sites  are  lo- 
cated in  Washington  and  Wyoming  and  could  be  generating  power  by  1996. 

COMPETITIVENESS 

Greater  transmission  capacity,  more  open  transmission  access,  and  the  additional 
demand  for  power  are  increasing  the  competitive  pressure  on  Bonneville  as  a  whole- 
sale supplier  and  on  its  customers  as  wholesale  buyers.  In  evaluating  its  long-term 
direction,  Bonneville  is  working  to  find  ways  to  improve  its  own  and  its  individual 
customers'  competitiveness.  Bonneville's  strategic  plan  is  to  move  the  agency  in  the 
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direction  of  becoming  more  market-driven,  cost-conscious,  results-oriented,  and  cus- 
tomer-focused. To  acnieve  this,  Bonneville  is  seeking  to  make  changes  in  two  areas. 
First,  we  will  look  for  ways  to  become  more  efficient,  meaning  we  will  find  ways 
to  deliver  the  same  level  of  program  more  efficiently  or  to  simply  cut  out  activities 
that  are  not  needed. 

Second,  Bonneville  will  look  to  "vmbundle"  the  power  products  and  transmission 
services  it  provides.  Right  now,  we  have  one  quality  of  power,  with  all  attendant 
services,  which  we  sell  to  nearly  everybody  at  one  price.  Through  product  differen- 
tiation and  market  segmentation,  we  will  look  for  ways  to  offer  more  specialized  and 
varied  products  which  will  add  value  to  our  service  and  be  more  responsive  to  the 
specific  needs  of  our  customers.  This  will  result  in  a  more  complex  rate  structure 
that  ties  more  closely  to  the  services  for  which  Bonneville  is  charging.  It  will  also 
most  likely  result  in  more  emphasis  on  Bonneville's  transmission  system  and  its  im- 
portance in  integrating  both  new  Bonneville-sponsored  and  customer-sponsored  gen- 
eration. 

Bonneville's  strategic  plan  to  move  towards  a  more  market-responsive  position  is 
intended  to  strengthen  our  ability  to  be  competitive  in  the  less  regulated  market  en- 
vironment, while  shouldering  all  of  our  Federal  responsibilities.  Only  through  re- 
maining financially  strong  and  competitive  can  Bonneville  assure  adequate  and  sta- 
ble funding  for  its  enviromental,  fish  and  wildlife,  conservation,  and  other  socially 
responsible  actions. 

FISCAL  YEAR  1994  BUDGET  EN  BRIEF 

Since  its  programs  are  funded  by  sales  of  power  and  associated  services,  reim- 
bursements, and  proceeds  of  bond  sales  to  the  Treasury,  Bonneville  does  not  request 
or  receive  annual  appropriations.  Bonneville's  fiscal  year  1994  budget  estimates 
total  obligations  of  $3,707.0  million  and  capital  transfers/debt  reduction  of  $416.0 
million. 

The  following  table  provides  detail  by  program  for  fiscal  years  1992  through  1994: 

[In  (nilllons  of  dollars] 


Fiscal  year— 


1992  actuals 


1993  estimate 


1994  estimate 


Capital  investments: 

Energy  resources 71.1  136.4                149.7 

Transportation  system  development 212.6  191.7                146.3 

System  replacements 90.2  97.8                  87.4 

Fish  and  wildlife 15.3  31.8                 34.9 

Capital  equipment 12.2  16.2                  16.0 

Capitalized  bond  premiums 29.0     

Subtotal  capital  obligations 431.0  473.9                434.3 

Borrowing  authority  to  finance  capital  obligations  431.0  473.9                432.7 

Borrowing  authority  to  finance  capital  obligations  U44.2                 U.S 

Total  borrowing  authority 431.0  618.1                 434.2 

Expensed  and  reimbursable  2,630.0  2,942.2              3,272.7 

Capital  transfers 246.5  246.5                416.0 

Bonneville  total  3,307.5  3,662.6              4,123.0 

1  Borrowing  authority  to  finance  other  obligations  represents  the  use  of  or  the  building  up  of  deferred  borrowing. 

The  Department  of  Energy  budget  overview  displayed  net  budget  authority  for 
Bonneville.  The  table  below  portrays  how  those  numbers  are  derived  from  borrowing 
authority  and  offsetting  collections: 
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[In  millkwis  of  dollars] 


Fiscal  year — 


1992  actuals  1993  estimate  1994  estimate 


Total  borrowing  authority 431.0  618.1  434.2 

Spending  authority  from  offsetting  collections 
(adjusted)  2,393.3  2,483.8  3,289.0 

Total  budget  authority -2,824.3  -3.101.9  -3,732.2 

Offsetting  collection -2.639.8  -2.730.3  -3.705.0 

Net  budget  authority 184^5 37L6 18^ 

From  1937,  when  it  was  created,  through  fiscal  year  1992,  Bonneville  has  re- 
tvimed  $9.72  billion  in  cash  payments  to  the  Treasury  for  interest,  amortization, 
and  operations  and  maintenance  of  the  federal  facilities  of  the  Federal  Columbia 
River  Power  System.  During  fiscal  year  1994,  we  anticipate  paying  $965.9  million 
to  the  Treasury,  of  which  $450.5  miUion  will  be  applied  to  the  principal  on  debt 
owed  to  the  ta3q)ayer,  $382.5  million  will  be  interest,  and  the  balance  of  $132.9  mil- 
lion will  reimburse  the  Treasury  for  appropriations  provided  to  the  Army  Corps  of 
Engineers,  and  the  Btu-eau  of  Reclamation  for  annual  hydroelectric  faciuties  oper- 
ation and  maintenance  expenses.  Of  the  principal  amount,  $156.0  million  represents 
an  estimated  unscheduled  amortization  payment  connected  with  funds  received 
from  the  Non-Federal  participants  in  the  Third  AC  Intertie  transmission  line.  These 
funds  from  Non-Federal  participants  are  a  condition  of  participation  in  the  line. 
This  additional  amortization  payment  wUl  be  made  when  these  funds  are  received. 

When  Bonneville  prepared  its  fiscal  year  1993  Congressional  Budget  submission 
in  January  1992,  it  estimated  it  would  need  to  use  $417.1  million  of  its  borrowing 
authority  to  finance  capital  program  obligations  in  fiscal  year  1993.  Since  that  time, 
meeting  the  intensifying  load  growth  and  capturing  potentially  lost  opportunities  to 
acquire  cost-effective  conservation  has  driven  the  fiscal  year  1993  capital  programs 
to  $473.9  million,  a  $56.8  million  increase  over  the  estimate  in  the  fiscal  year  1993 
Congressional  Submission.  The  majority  of  this  increase  is  due  to  intensified  con- 
servation efforts. 

BPA  and  its  utiUty  customers  have  been  attempting  to  increase  the  rate  of  acqui- 
sition of  conservation  in  the  last  vear.  In  recent  months  it  has  become  clear  that 
BPA's  utility  customers  have  developed  their  energy  conservation  program  delivery 
mechanisms  more  rapidly  than  had  been  anticipated.  As  a  result,  there  is  a  demand 
for  energy  conservation  program  dollars  in  fiscal  year  1993  that  is  greater  than  the 
funding  included  in  the  bu^et.  The  increase  in  conservation  funding  can  be  accom- 
pUshed  at  no  cost  to  the  taxpayer  and  in  a  manner  such  that  the  ultimate  rate  im- 
pact will  be  modest  enough  mat  it  will  be  supported  by  BPA  customers.  This  action 
increases  BPA's  opportunity  to  invest  in  energy  conservation  and  the  jobs  the  pro- 
gram will  produce.  It  also  reduces  electric  power  needs  cost-effectively,  which  im- 
proves industrial  competitiveness  and  helps  deal  with  the  losses  of  energy  capabUity 
that  result  from  the  endangered  species  problem  and  the  closure  of  the  Trojan  nu- 
clear plant. 

Due  to  the  capital  intensive  nature  of  Bonneville's  role  as  a  wholesale  electric  util- 
ity, reliable  and  cost-effective  sources  of  capital  are  critical  to  the  success  of  Bonne- 
vUle's  mission.  A  vital  factor  to  this  success  in  the  next  decade  will  be  Bonneville's 
ability  to  respond  in  a  timely  and  flexible  manner  to  unforeseen  risks  and  new  op- 
portunities, while  also  providing  for  program  and  rate  stability.  To  be  successful, 
Bonneville  will  need  to  maintain  reliable  and  cost-efiective  capital  funding  through 
the  U.S.  Treasury.  Using  current  capital  program  estimates,  the  borrowing  author- 
ity limit  established  by  Qie  1974  Federal  Columbia  River  "rransmission  System  Act 
($1.25  billion)  and  increased  by  the  1983  Energy  and  Water  Development  Appro- 
priations Act  (an  additional  $1.25  billion,  for  a  total  of  $2.5  billion),  will  be  readied 
during  fiscal  year  1996.  This  borrowing  authority  may  be  used  for  all  Bonneville  in- 
vestments, including  new  transmission  line  development  and  system  replacements, 
fish  and  wildlife  faolities,  and  direct  funding  of  Bureau  of  Reclamation  and  Corps 
of  Engineers  additions,  replacements  and  improvements.  An  additional  amount  of 
borrowing  authority  was  established  by  the  1980  Northwest  Power  Planning  Act  to 
be  used  for  fUnding  conservation  and  renewable  energy  investments  ($1.25  billion, 
for  a  total  BonneviBe  borrowing  authority  limit  of  $3.75  billion).  Using  current  con- 
servation capital  program  estimates,  this  limit  will  be  reached  in  fiscal  year  1999. 
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Almost  one  third  ($1,221.8  million)  of  Bonneville's  fiscal  year  1994  budget  is  ear- 
marked for  the  gross  cost  of  the  Residential  Exchange  Program.  The  1980  North- 
west Power  Act  established  the  residential  exchange  in  order  to  extend  the  benefits 
of  the  Federal  power  system  to  all  residential  and  small  farm  electric  power  con- 
sumers in  the  Pacific  Northwest.  This  gross  cost  of  the  Exchange  is  offset  by  reve- 
nues of  $1,055.2  million,  resvilting  in  an  estimated  net  cost  of  program  to  Bonneville 
customers  in  fiscal  year  1994  of  $166.6  million. 

The  fiscal  year  1994  budget  also  provides  $24.1  million  in  direct  obligations  for 
endangered  species  related  actions,  $75.8  miUion  for  other  fish  and  wildlife  projects, 
$269.3  million  to  acquire  generating  and  conservation  resources,  $179.6  million  for 
power  marketing,  scheduling,  and  spot  i>ower  purchases,  $244.6  million  for  operat- 
ing, maintaining,  and  replacing  components  of  the  transmission  system,  and  $172.2 
million  for  new  transmission  development. 

CONCLUSION 

Bonneville  is  working  closely  with  its  customers  and  constituents  to  address  both 
its  short-term  financial  difficulties  and  the  longer-term  need  to  remain  competitive 
in  the  changing  energy  markets.  I  am  confident  we  have  the  knowledge,  skills,  and 
determination  to  manage  our  way  back  to  fiscal  health  in  a  manner  ^at  will  leave 
us  stronger  and  more  responsive  to  our  customers  than  ever  before.  I  look  forward 
to  our  continued  good  relationship  with  this  committee  as  we  move  forward  together 
with  the  Northwest  into  our  new  energy  future. 

Thank  you  for  the  opportunity  to  testify  today. 

Senator  Hatfield.  Thank  you,  Mr.  Hardy. 

First,  I  invite  the  Senator  from  Washington  State,  Mr.  Grorton, 
if  he  has  any  opening  statement  to  make,  we  will  put  it  in  the 
record  following  my  opening  statement. 

Senator  Gorton.  Thank  you,  Mr.  Chairman.  I  think  we  should 
move  straight  on  to  questions. 

Senator  Hatfield.  Thank  you.  First  of  all,  I  have  a  number  of 
questions  that  I  will  submit  to  you  for  the  record,  due  to  the  time 
limitations.  We  could  spend  the  rest  of  the  afternoon  on  any  one 
category. 

RATE  ISSUE 

I  have  four  categories  of  questions.  Let  me  just  highlight  the  rate 
issue  for  a  moment  or  two.  It  reminds  me  of  being  in  a  state  of  re- 
covery from  a  case  of  whiplash  resulting  from  consecutive  rear-end 
collisions.  By  the  time  my  neck  gets  back  to  some  kind  of  mobility, 
bang,  there  it  goes  again,  and  I  find  myself  with  another  whiplash 
as  it  relates  to  these  series  of  estimates  on  rate  increases. 

You  have  indicated  in  your  statement  and,  as  I  recall,  in  these 
matters  being  discussed  with  you,  that  you  started  out  the  year 
thinking  the  rate  increase  would  be  10  percent,  then  it  went  to 
about  11.6  percent,  then  to  23  percent,  then  to  27  percent.  Last 
week,  you  were  quoted  as  saying  that  you  hoped  to  be  able  to  bring 
it  back  down  to  14  percent.  Now,  I  am  not  going  to  hold  you  to  it, 
but  you  gave  that  recitation  in  a  summarized  form. 

As  of  today,  what  would  be  your  best  estimate  or  best  guess  as 
to  what  might  be  the  final  rate  increase  and  when  can  we  expect 
it? 

Mr.  Hardy.  Mr.  Chairman,  as  you  know,  we  are  in  a  formal  rate 
case  proceeding  in  which  I  am  the  ultimate  decisionmaker,  that 
will  determine  that  answer,  as  well  as  how  the  amount  of  that  rate 
increase  is  allocated  to  different  customers. 

Let  me  describe  to  you  those  numbers  and  give  you  the  kind  of 
range  that  we  are  dealing  with.  You  are  right,  in  January,  our  ini- 
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tial  proposal,  as  I  mentioned  before,  was  an  IIV2  percent  increase 
in  the  priority  firm  rate. 

That  number,  as  a  result  of  the  drought  primarily,  escalated  to 
25  percent,  give  or  take.  We  then,  10  days  ago,  broke  off  the  rate 
case  for  1  week  to  enter  into  settlement  discussions  with  our  cus- 
tomers, a  series  of  environmental  groups  and  other  interveners  in 
the  rate  case. 

Our  customers  represented  to  us  that  14  to  15  percent  was  the 
maximum  level  of  rate  increase  that  they  could  possibly  accept.  We 
described  a  series  of  actions  that  we  thought,  under  today's  condi- 
tions, could  get  the  25-percent  rate  increase  down  a  little  below  20. 
And  that  is  where  we  ended  it. 

We,  however,  committed  ourselves,  with  our  customers,  to  con- 
tinue to  try  to  work  to  narrow  that  gap.  And  my  goal  is  to  defi- 
nitely to  get  it  below  20  percent  and  try  to  get  it  as  close  to  the 
14  number  as  is  possible.  That  depends  on  a  number  of  factors. 
And  I  would  say  that  is,  basically,  what  the  range  of  difference  is 
right  now. 

Senator  Hatfield.  And  what  is  a  date  where  we  can  expect 

Mr.  Hardy.  The  rate  increase  will  go  into  effect  on  October  1  of 
this  year. 

Senator  Hatfield.  But  the  announcement  of  what  the  rate  in- 
crease will  be 

Mr.  Hardy  [continuing].  Will  likely  come  in  mid  to  late  June. 

ALUMINUM  INDUSTRY 

Senator  Hatfield.  A  few  years  ago.  President  Reagan  proposed 
an  escalated  rate  prepa)rment  plan,  which  looked  as  though  it 
might  shoot  the  rates  up  to  about  20  percent.  At  that  point,  I  made 
a  public  statement,  "It  would  be  like  sending  a  guided  missile  into 
the  economy  of  the  Pacific  Northwest." 

Now,  there  are  those  who  feel  that  this  kind  of  rate  figure  that 
you  are  estimating,  especially  if  it  got  closer  to  20  percent,  would 
be  sort  of  a  replay  of  that  previous  estimate. 

In  the  meantime,  your  reserves  have  gone  down,  as  you  have  in- 
dicated. And  we  really  do  not  have  quite  the  same  cushion  we  had 
even,  say,  in  the  1980's. 

I  have  also  heard  that  the  final  rate  increase  might  be  so  high 
that  we  would  lose  some  of  our  basic  industries  in  the  Pacific 
Northwest.  An  example  would  be  the  aluminum  industry. 

How  real  a  threat  do  you  think  this  is,  as  it  relates  to  the  world 
market  price  and  the  inventory  and  other  economic  factors,  to  the 
aluminum  industry,  or  other  industries  that  could  be  seriously  af- 
fected? 

Mr.  Hardy.  I  think  it  is  a  real  threat.  Senator.  While  there  are 
variances  among  the  10  aluminum  companies  that  we  serve,  I 
think  they  are  clearly  at  risk,  not  just  with  the  size  of  our  rate  in- 
crease, but  with  the  depressed  nature  of  the  worldwide  aluminum 
market. 

We  can  control  the  size  of  our  rate  increase  to  some  extent.  We 
do  not  have  much  ability  to  influence  the  worldwide  supply  of  alu- 
minum, and  particularly,  the  Russian  dumping  of  aluminum  in  the 
world  market,  which  is  causing  those  depressed  prices. 
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To  give  you  some  feel  for  what  is  at  risk  here,  we  ran  a  calcula- 
tion at  a  15-percent  rate  increase.  At  a  15-percent  rate  increase, 
you  would  need  to  have  a  world  aluminum  price  in  the  68  to  70 
cents  a  pound  range  for  most  of  the  companies  in  the  Northwest 
to  be  profitable. 

Senator  Hatfield.  And  today,  it  is 

Mr.  Hardy.  Today,  it  is  52  cents,  50  to  52  cents  a  pound.  So  that 
gives  you  some  idea,  I  think,  of  the  amount  of  distress  that  the  alu- 
minum industry  is  under.  It  is  real.  It  is  genuine. 

And  I  am  seriously  worried  that  a  combination  of  factors,  not  just 
our  1993  rate  increase,  but  the  rate  increase  we  will  probably  have 
in  1995,  other  tax-related  initiatives,  and  the  continued  depression 
of  the  worldwide  aluminum  market  could  combine  in  such  a  way 
that  we  might  well  lose  one  or  more  aluminum  plants  from  the 
Northwest.  And  I  think  that  would  be  a  serious  loss. 

I  am  trying  my  best,  given  the  size  of  our  rate  increase,  to  pre- 
vent that  from  happening.  I  think  we  can  give  those  companies  a 
chance  to  survive.  I  cannot,  however,  guarantee  their  survival. 

OTHER  INDUSTRIES 

Senator  Hatfield.  Would  you  care  to  enumerate  any  other  in- 
dustries, basic  industries,  that  could  be  affected  to  a  major  degree? 

Mr.  Hardy.  I  think  all  industries  will  be  affected,  but  obviously, 
those  that  are  the  most  intensive  users  of  energy — the  pulp  and 
paper  industry  comes  to  mind  as  another,  some  of  our  chemical  in- 
dustries, who  are  also  direct  service  customers  of  ours,  as  well  as 
those  that  are  retail  customers  of  individual  public  utility  cus- 
tomers of  ours — all  of  those  would  be  quite  severely  effected  by  the 
size  of  our  rate  increase. 

And  even  companies  like  Boeing,  whose  percentage  of  energy 
costs  to  their  total  operating  costs  is  fairly  low,  nonetheless,  are 
undergoing  severe  enough  economic  problems  that  any  cost  in- 
crease is  a  significant  additional  economic  burden,  and  hence,  all 
the  more  motivation  for  us  to  try  to  keep  the  size  down  as  much 
as  possible. 

Senator  Hatfield.  Well,  my  point  is  that  we  have  to  look  beyond 
the  aluminum  industry,  which  has  been  pretty  much  the  example 
cited  in  the  past,  about  serious  economic  impacts  being  imposed  by 
such  rate  increases.  It  goes  far  beyond  the  aluminum  industry,  as 
I  hear  you. 

Mr.  Hardy.  Yes,  sir;  the  numbers  are  pretty  stark. 

Senator  Hatfield.  Yes. 

Mr.  Hardy.  At  a  20-percent  rate  increase,  we  will  pull  $0.5  bil- 
lion out  of  the  Northwest  economy  over  the  2-year  period. 

You  are  going  to  pull  that  amount  of  discretionary  income  out  of 
ratepayers'  pockets  or  increase  company  operating  costs  by  that 
much.  That  cannot  help  but  have  a  very  dramatic  effect  on  the  sta- 
bility of  our  rather  fragile  economy. 

COST  reductions 

Senator  Hatfield.  Let  me  get  into  a  little  of  the  detail.  And  if 
any  of  these  questions  are  such  that  you  would  like  to  submit  them 
for  the  record  upon  review  of  your  data,  that  is  perfectly  all  right. 
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You  speak  about  having  a  goal  of  cutting  administrative  costs. 
Public  officials,  the  media,  and  others  have  often  called  to  cut  the 
fat  out  of  Bonneville,  cut  the  bureaucracy,  cut  the  administrative 
costs. 

I  would  like  to  ask  you  to  define,  if  you  will,  the  dollar  figure  or 
what  the  goals  are,  the  range  of  the  goals,  that  your  goal  of  a  50- 
percent  reduction  might  be  able  to  achieve? 

Second,  I  would  like  to  ask  how  you  delineate  between  the  fixed 
costs,  as  well  as  those  costs  that  can  bear  such  a  major  reduction? 
What  kind  of  baseline  will  that  50-percent  reduction  really  be? 

And  third,  I  would  like  to  ask  you  to  spell  out  how  that  will  af- 
fect fiscal  year  1993  and  your  budget  proposal  for  fiscal  year  1994, 
since  it  sounds  to  me  that  these  are  projected  reductions.  Will  they 
be  immediately  realized  or  will  they  be  reflected  in  your  1994  budg- 
et? 

Mr.  Hardy.  The  administrative  costs  reduction.  Senator,  will  be 
immediately  realized  this  year.  The  50-percent  reduction  will  yield 
us  about  a  $15  to  $16  million  savings  in  administrative  costs  for 
the  remainder  of  fiscal  1993. 

Our  intention  of  doing  that  in  this  fashion  for  this  particular  fis- 
cal year  is  not  just  rate  related,  but  it  is  to  try  to  give  us  that  much 
more  cushion  for  our  Treasury  payment  at  the  end  of  the  fiscal 
year. 

For  fiscal  1994  and  1995,  we  are  going  to  cut  the  overall  size  of 
the  programs,  including  the  administrative  costs  that  go  with  those 
programs. 

One  of  our  principal  focuses  in  looking  at  program  reductions  is 
the  administrative  costs  and  the  overhead  program  delivery  costs 
associated  with  those  programs,  conservation  programs  in  particu- 
lar. 

The  range  of  reductions  in  both  fiscal  years  1994  and  1995,  that 
we  are  looking  at  is  from  5  to  25  percent.  We  also  have  different 
ranges  for  the  expense  side  and  for  the  capital  side.  We  think  those 
reductions  will  yield  a  savings  of  somewhere  between  $200  and 
$350  million  over  the  2-year  rate  period. 

And  as  I  mentioned  before,  I  think  we  will  be  in  the  middle  or 
higher  end  of  that  range,  as  opposed  to  the  lower  end  of  that  range. 

We  think  that  will  yield  us  significant  rate  savings,  but  there  are 
limits  to  that.  Only  about  25  percent  of  our  total  expenses  is  what 
I  would  categorize  as  discretionary. 

FIXED  COSTS 

Senator  HATFIELD.  You  are  saying  75  percent  of  those  are  fixed 
costs. 

Mr.  Hardy.  Seventy-five  percent  is  basically  fixed.  It  is  interest 
on  the  Federal  debt.  It  is  debt  service  for  the  WPPSS  plants.  It  is 
depreciation. 

And  it  is  Corps  and  Bureau  funding,  where  I  have  got  some  dis- 
cretion. But  basically,  I  am  dependent  upon  those  agencies  to  de- 
liver savings.  We  have  asked  them  to  do  that,  but  I  do  not  expect 
that  we  will  get  huge  cost  reductions. 

So  I  am  dealing  with  25  percent  of  total  expenses,  which  equates 
to  about  $560  million.  Now,  of  that  25  percent,  about  40  percent 
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of  that  25  percent,  are  power  purchases.  They  are,  basically,  weath- 
er driven. 

And  they  are  not  things  on  which  one  wants  to  take  a  risk  or 
we  can  get  into  even  more  serious  trouble  than  we  are  already. 

So  about  60  percent  of  that  $560  million  expense  budget  is  what 
I  would  categorize  as  the  discretionary  pot.  It  is  from  this  pot  that 
we  have  to  make  cuts  from.  That  equates  to,  roughly,  $340  million 
annually. 

Senator  Hatfield.  And  you  divide  that  in  half  for  your  2-year 
savings  that  you  are  anticipating,  is  that  correct? 

Mr.  Hardy.  No;  the  $340  million  is  an  annual  figure.  What  I  de- 
scribed to  you  before  regarding  program  reductions  were  2-year  fig- 
ures. 

Senator  Hatfield.  That  is  right.  So  the  savings  you  are  project- 
ing out  of  these — ^this  Draconian  kind  of  restructuring,  would  save 
about  $300-and-some  million  in  the  2-vear 

Mr.  Hardy.  It  is  a  2-year  figure.  And  it  is  a  range  from  a  low 
of  about  $200  million  to  a  high  of  about  $350  million,  if  vou  look 
at  the  5  to  10  percent  in  the  low  end  of  the  range  and  the  20  to 
25  percent  on  the  high  end  of  the  range. 

Senator  Hatfield.  From  the  60  percent  of  the  25-percent  base- 
line. Does  that  translate  it  correctly? 

Mr.  Hardy.  It  is  $200  to  $350  million  over  the  whole  2-year  pe- 
riod. 

Senator  Hatfield.  Yes. 

Mr.  Hardy.  So  I  cut  that  in  half  to  compare  it  to  the  baseline 
that  I  have  just  articulated  to  you,  $100  million  to,  say,  $180  mil- 
lion each  year.  Compare  these  figures  to  the  $340  million  annual 
discretionary  budget  that  we  have  got. 

So,  as  you  can  see,  we  are  making  some  pretty  significant  reduc- 
tions. I  anticipate  that  we  will  be  able  to  do  that  without  under- 
mining long-term  program  obiectives,  although  there  are  some 
risks  that  we  will  be  taking  with  that. 

I  have  given  two  guidelines  to  the  managers  in  terms  of  the 
amount  of  reductions.  And  we  have  not  yet  made  those  reductions. 
We  are  in  the  process  of  evaluating  those  programs  right  now.  And 
we  will  probably  settle  on  what  those  are  in 

Senator  Hatfield.  We  are  talking  about  strategy 

Mr.  Hardy  [continuing].  Mid-May. 

Senator  Hatfield  [continuing].  At  this  point. 

cost  reduction  guidelines 

Mr.  Hardy.  Right.  I  have  given  two  guidelines  to  staff.  First,  cut, 
but  do  not  gut  the  programs.  In  the  fish  program  and  the  conserva- 
tion program,  we  are  talking  about  lowering  the  rate  of  increase  of 
those  programs  or  flattening  them,  but  not  absolute  reductions  over 
the  2-year  period. 

And  second,  I  want  to  see  rough  equity  among  the  different  pro- 
gram sectors.  We  have  four  major  programs — the  transmission  de- 
velopment program,  the  basic  maintenance  program,  the  conserva- 
tion program,  and  the  fish  and  wildlife  program. 

I  want  to  see  rough  equity  among  those  programs;  namely,  I  do 
not  want  to  see  conservation  and  fish  and  wildlife  singled  out  to 
bear  a  disproportionate  burden  of  the  cuts. 


18 

If  I  had  to  guess  for  you  where  things  would  come  out  today,  I 
would  tell  you  I  think  the  transmission  program  will  probably  end 
up  taking  the  biggest  hit,  with  probably  maintenance  taking  the 
least  amount  of  hit,  given  the  way  our  maintenance  system  is  al- 
ready stretched,  with  fish  and  conservation  falling  somewhere  in 
between. 

We  are  focusing  on  administrative  efficiencies  in  all  of  those  pro- 
grams. Probably,  a  good  example  is  the  conservation  program, 
where  I  think  we  can  cut  our  administrative  overhead  costs  signifi- 
cantly and  still  deliver  the  same  amount  of  megawatts  that  the 
Northwest  Power  Planning  Council  has  asked  us  to  achieve  in  its 
energy  plan. 

TIERED  RATES 

Senator  HATFIELD.  I  understand  you  are  also  looking  at  new 
mechanisms  to  increase  your  revenue,  such  as  tiered  rates.  If  this 
is  so,  how  soon  could  those  new  mechanisms  be  put  in  place? 

Mr.  Hardy.  Let  me  describe  to  you  how  we  are  treating  tiered 
rates,  recognizing  that  that  is  an  issue  in  the  rate  case  to  which 
ex  parte  considerations  apply. 

A  coalition  of  environmental  groups  made  tiered  rates  a  proposal 
in  the  settlement  discussions  that  I  described  to  you  10  days  ago, 
which  we  responded  favorably  to.  And  I  think,  generally,  the  cus- 
tomers responded  favorably  to  set  in  place  a  process  for  an  expe- 
dited consideration  of  tiered  rates  in  1994. 

We  have  not  settled  that.  We  responded  favorably,  and  I  am 
hopeful  that  we  will  be  able  to  reach  agreement  among  all  of  the 
rate  case  parties  to  go  through  some  expedited  process  in  1994  to 
basically  set  what  a  tiered  or  what  a  tiered  or  a  series  of  tiered 
rate  structures  would  be,  even  though  it  probably  would  not  go  into 
effect  until  the  1995  rate  case. 

We  will  spend  most  of  next  year  trying  to  establish  both  the  level 
and  amount  of  those  rates.  And  the  rates  have  two  purposes.  It  is 
not  just  that  they  might  raise  some  additional  revenue  for  us,  it  is 
probably  more  important  that  they  will  send  the  right  price  signals 
to  people  to  conserve. 

What  that  will  enable  us  to  do,  if  structured  correctly,  is  to  sub- 
stantially decrease  the  incentive  levels  in  our  conservation  pro- 
grams, because  people  will  be  seeing  both  a  price  signal,  as  well  as 
having  a  reduced  incentive,  such  as  a  zero  interest  loan  or  a  partial 
grant  of  the  total  weatherization  costs. 

Right  now,  one  of  the  things  that  is  driving  up  our  rates  is  that 
we  are  trying  to  achieve  conservation  almost  exclusively  by  very 
generous  program  incentives.  We  tjrpically  pay  80  to  90  percent  of 
measure  costs.  We  try  to  wave  a  big  carrot  out  there  to  get  people 
to  participate  in  our  programs. 

If  we  can  have  a  rate  signal  that  motivates  them  to  participate, 
we  can  probably  pay  20  percent  of  measure  costs  or  some  much 
lower  number,  and  get  the  same  amount  of  megawatts  required. 
This  is  because  the  consumer  is  seeing  a  price  signal,  in  addition 
to  having  an  incentive,  albeit  a  lesser  one,  that  encourages  him  or 
her  to  participate  in  those  programs. 

The  consequence  is  we  can  still  get  the  660  megawatts  that  is 
the  Power  Council's  goal  for  Bonneville  over  the  next  10  years,  but 
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instead  of  spending  $3  billion  to  acquire  that  same  amount  of 
megawatts,  all  financed  through  the  Bonneville  rates,  we  can 
spend  significantly  less. 

That  is  an  example  of  the  cost  savings  we  can  make  in  our  pro- 
grams, because  we  have  got  a  combination  of  price  signals  and  pro- 
gram incentives.  And  it  is  particularly  applicable  to  the  conserva- 
tion area. 

INVESTMENT  TAX  CREDITS 

Senator  Hatfield.  Last  year,  for  those  renewable  areas  and  con- 
servation and  such,  where  we  provided  for  an  investment  tax  credit 
and  a  production  credit,  would  that  not  ease  this  particular  part  of 
your  program,  once  they  are  employed? 

Mr.  Hardy.  Yes,  sir;  it  certainly  would.  If  the  $15  million  tax 
credit  that  was  provided  for  renewable  resources  were  funded  and 
we  acquired,  for  instance,  the  wind  demonstration  project  that  we 
are  now  engaged  on,  that  would  significantly  lower  the  costs  of  that 
project.  It  would  also  lower  the  cost  of  the  geothermal  projects  that 
we  are  embarked  on.  So  that  would  help  out  in  that  area. 

FUEL  TAX 

Senator  Hatfield.  I  have  one  last  point  before  I  defer  to  the  Sen- 
ator from  Washington,  Mr.  Gorton. 

Mr.  Hardy,  let  us  take  a  scenario  here.  If  you  are  able  to  hold 
the  rate  increase  down  to  16  percent,  just  using  that  as  an  arbi- 
trary figure,  and  if  we  take  President  Clinton's  fuel  tax  that  he  has 
proposed  and  we  translate  the  BTU's  and  the  kilowatt  hours,  et 
cetera,  et  cetera,  my  understanding  is  that  that  works  out  to  be 
about  a  12-percent  increase  over  the  next  3  years.  Dividing  it 
equally,  that  would  be  a  4-percent  increase  in  each  of  the  3  years. 

Would  we  then  be  adding  4  percent  to  the  16  percent  to  achieve 
the  tax  revenue  requirements  of  President  Clinton's  initial  pro- 
posal? 

Mr.  Hardy.  Yes;  you  would  probably  add,  roughly,  4  to  5  percent, 
since  it  would  go  into  effect  July  1  of  next  year,  if  it  is  passed  as 
presently  proposed. 

Senator  HATFIELD.  And  second,  let's  expand  this  scenario  so  that 
it  accounts  for  a  potential  court  order  that  would  require  reservoir 
drawdowns,  or  other  measures  relating  to  salmon  recovery  that 
would  require  more  water  to  be  spilled  at  the  dams. 

If  we  have  to  commit  more  water  for  the  recovery,  could  that  also 
escalate  those  rates  that  you  are  now  talking  about  within  the  con- 
text of  your  current  rate  structure  procedure? 

Mr.  Hardy.  That  is  correct.  The  rate,  as  currently  proposed,  that 
we  have  just  been  talking  about,  does  not  include  any  BTU  tax. 

We  have  proposed  an  adjustment  clause  if  the  BTU  tax  comes. 
We  revisit  that  issue  in  1994.  And  the  rate  increase  we  have  been 
talking  about  also  assumes,  basically,  the  status  quo  for  salmon  re- 
covery, which  is  providing  the  3  million  acre-feet  of  water  in  the 
Columbia  and  the  1^2  million  acre-feet  of  water  in  the  Snake,  pur- 
suant to  the  Power  Planning  Council's  plan. 

Now,  that  is  costing  us  $110  million  this  year,  but  it  does  not  as- 
sume any  additional  salmon  recovery  measures,  which  are  a  clear 
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possibility,  depending  upon  what  kind  of  a  long-term  recovery  plan 
we  end  up  with  later  this  year. 

Senator  HATFIELD.  Well,  I  just  want  to  go  on  record  as  sa5dng 
that  should  the  courts  or  other  forces  of  government  provide  for 
that  requirement,  I  do  not  know  where  we  are  going  to  get  the 
money. 

Mr.  Hardy.  We  would  obviously  have  a  severe  rate  problem.  We 
would  have  load  loss.  We  would  probably  have  some  loss  of  our 
major  industrial  customers.  It  would  create  serious  problems,  both 
in  terms  of  the  size  of  the  rate  increase  and  in  terms  of  seriously 
jeopardizing  our  ability  to  make  a  Treasury  payment. 

Senator  Hatfield.  Thank  you,  Mr.  Hardy. 

Senator. 

FISH  AND  WILDLIFE  MITIGATION 

Senator  GrORTON.  You  timed  it  perfectly.  We  are  just  starting  a 
rollcall. 

Do  I  read  your  testimony  correctly  in  citing  a  figure  of  approxi- 
mately $1  billion  spent  in  the  last  decade  or  so  with  respect  to  fish 
and  wildlife  mitigation? 

Mr.  Hardy.  Yes,  sir. 

Senator  GrORTON.  What  is  your  estimate  of  the  average  future 
cost  of  that  fish  and  wildlife  mitigation,  both  in  foregone  generation 
and  reduced  system  flexibility?  Was  the  figure  that  you  last  used 
in  your  last  answer  to  Senator  Hatfield  the  entire  figure? 

Did  it  encompass  all  of  your  costs,  direct  and  indirect,  in  respect 
to  wildlife  or  with  respect  with  the  Endangered  Species  Act  list- 
ings? 

Mr.  Hardy.  No,  Senator.  My  response  to  Senator  Hatfield  was 
Drimarily  the  additional  amount  that  we  have  incurred  just  in  the 
ast  2  years  to  meet  our  Endangered  Species  Act  responsibilities, 
t  did  not  include  the  original  Power  Council  program,  the  water 
Dudget,  and  other  measures. 

Senator  Gorton.  So  how  many  dollars  a  year  are  we  working  at 
now? 

Mr.  Hardy.  The  annual  amount  is  $300  million,  which  is  $3  bil- 
lion over  10  years. 

Senator  Gorton.  What  have  we  gotten  for  that  investment? 

Mr.  Hardy.  For  the  $1  billion  that  we  have  spent  over  the  last 
10  years,  we  have,  in  fact,  increased  the  overall  run  size  of  all 
types  of  fish.  So  it  is  not  accurate  to  say  we  have  not  gotten  any 
benefits. 

We  have  gotten  benefits.  And,  in  fact,  I  think  they  have  been  rea- 
sonably significant  benefits,  but  they  have  been  primarily  in  hatch- 
ery fish  and  not  in  wild  stocks. 

So  while  the  overall  run  size  has  stabilized  in  some  cases  and 
gone  up  in  others,  you  have  particular  wild  stocks;  namely,  the 
Snake  River  stocks  of  chinook  and  sockeye  that  have  continued  to 
decline.  Due  to  the  way  the  Endangered  Species  Act  defines  a  spe- 
cies, we  are  now  pursuing  actions  to  try  to  preserve  those  particu- 
lar stocks. 

I  must  say  it  is  frustrating,  because  of  what  has  happened  to  us, 
as  a  region,  and  to  Bonneville  in  particular.  That  is  the  goalpost 
has  been  changed  on  us  about  10  years  into  the  process. 
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Up  until  1990,  the  goal  was  to  increase  the  overall  run  size.  The 
Power  Council's  goad  was  to  double  the  run  size  in  10  years.  And 
we  were  pursuing  that  goal.  And  that  is  what  we  spent  $1  billion 
on. 

Senator  Gorton.  Have  you  reached  that  goal? 

Mr.  Hardy.  No,  sir;  we  have  not.  We  still  have  a  substantial 
ways  to  go,  but  we  have  made  progress  toward  that  goal. 

Senator  Gorton.  Well,  can  vou  quantify  that  progress?  How 
many  more  fish?  How  much  healthier  the  stocks?  Has  that  increase 
been  reflected  in  any  kind  of  harvest,  whether  commercial  or  sport- 
ing or  Indian? 

Mr.  Hardy.  I  would  like  to  answer  that  question  for  the  record. 
Senator. 

[The  information  follows:] 

Quantifying  the  progress  in  doubling  the  production  of  Columbia  River  salmon 
and  steelhead  requires  a  complex  analysis.  Each  fish  run  retvuiiing  to  the  Columbia 
I^ver  must  be  quantified,  adjusted  for  in-river  harvest  and  adjusted  for  ocean  har- 
vest fix)m  Alaska  south  to  California.  Data  on  ocean  salmon  harvest  ofl^n  takes  2 
to  3  years  to  process  before  usable  for  these  types  of  calculations. 

The  last  report  addressing  this  issue,  Progress  Toward  the  Doubling  Goal  of  the 
Northwest  Power  Planning  Council  by  Pratt  and  Chapman,  was  published  in  1989. 
The  authors  concluded  that  the  aggregate  popvilation  of  Columbia  River  salmon  and 
steelhead  had  ".  .  .  progressed  toward  the  doubling  goal.  .  .  ."  from  1977  to  1987. 
For  up-river  runs,  those  affected  by  operation  of  the  hydroelectric  system,  the  au- 
thors concluded  ".  .  .  substantial  progress  toward  run  doubling.  ..." 

Since  this  report,  many  up-river  runs  declined,  but  are  even  now,  again  on  the 
rebound.  Mitigation  actions  taken  by  EPA  and  the  Corps  of  Engineers  are  continu- 
ing to  improve  survival  of  salmon  and  steelhead  runs  which  should  be  reflected  in 
future  run  sizes.  We  are  confident  that  as  the  recent  widespread  drought  alleviates 
and  ocean  conditions  improve,  the  aggregate  runs  will  continue  to  increase. 

EPA  will  ensiire  regular  progress  reports  on  the  doubUng  goal  are  conducted.  At 
this  time  our  funds  and  stMf  are  focused  on  weak  stock  issues  required  of  the  En- 
dangered Species  Act.  Once  these  critical  issues  are  resolved  we  can  then  pursue 
analyses  on  the  broader  goals. 

Harvest  of  Columbia  River  salmon  and  steelhead  runs  has  fluctuated  with  the 
constantly  changing  size  of  the  fish  populations.  After  some  high  harvests  in  the 
late  1980's,  catches  in  the  ocean  and  in-river  have  been  restricted  because  of  low 
runs,  not  only  of  Columbia  River  salmon,  but  also  coastal  populations. 

Senator  Gorton.  Thank  you.  In  your  last  answer,  you  antici- 
pated my  next  question.  You  said  the  goalposts  have  been  changed. 

Is  there  any  assurance  that  you  can  give  us,  and  not  so  much 
from  the  point  of  view  of  your  powers  as  Administrator,  which  is 
pretty  small  in  these  areas,  but  from  what  you  know  now  as  an  ex- 
pert on  this,  that  the  goalposts  are  not  going  to  get  changed  again 
in  the  next  5  or  10  years  in  some  fairly  radical  fashion? 

Mr.  Hardy.  No,  Senator;  I  cannot  give  you  any  assurance  that 
the  goalposts  will  not  be  changed  again. 

Senator  Gorton.  So,  at  this  point,  would  it  be  safe  to  say  that 
the  $300  million  a  year  that  you  are  now  spending  has  an  uncer- 
tain result? 

Mr.  Hardy.  I  think  it  would  be  safe  to  say  that,  yes,  the  results 
are  somewhat  uncertain  given  the  uncertainty  of  the  biology  and 
the  uncertainty  of  just  how  the  Endangered  Species  Act  will  apply 
to  these  and  other  potentially  listed  stocks  in  the  Northwest. 

PUBLIC  POLICY  ON  FISH  AND  WILDLIFE 

Senator  Gorton.  Would  you  mind  giving  me  your  own  views,  as 
a  very  close  observer  and  as  a  participant  in  the  experimentation 
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that  is  going  on  now,  as  to  the  appropriate  public  policy  approach 
to  balancing  fish  and  wildlife  expenditures  with  the  uncertainty 
over  the  scientific  benefit  of  particular  measures — this  is  particu- 
larly significant  now  with  respect  to  drawdowns? 

What  should  we  do?  Do  we  try  cautious  experiments  first,  or  do 
we  risk  losing  ever3^hing  if  we  do  not  do  something  precipitously, 
even  if  we  do  not  know  what  its  impact  will  be? 

Mr.  Hardy.  Let  me  answer  your  question  this  way,  Senator, 
when  asked  that  same  question  by  customers  or  by  fisheries  agen- 
cies, I  have  responded  in  this  way:  As  Administrator,  I  am  willing 
to  take  million  dollar  risks.  I  am  not  willing  to  take  billion  dollar 
risks. 

Let  us  contrast  drawdown  and  the  lease-back/buy-back  program 
on  the  lower  end  of  the  Columbia.  Lease-back/buy-back  is  basically 
a  $5  or  $6  million  program.  We  do  not  know  what  the  benefits  are, 
but  we  were  willing  to  take  a  risk  of  that  magnitude  without  hav- 
ing full  certainty  as  to  how  that  would  turn  out. 

Compare  that  program  with  drawdown.  We  are  not  against 
drawdown,  but  I  do  think  that  first  we  ought  to  do  some  additional 
testing  to  give  ourselves  a  higher  confidence  level  of  just  what  ben- 
efits we  are  going  to  get  before  we  proceed  with  what  is — at  least 
by  the  Corps'  estimation — a  multibillion  dollar  program. 

My  position  with  respect  to  the  Nationsil  Marine  Fisheries  Serv- 
ice [NMFS],  and  particularly  with  respect  to  the  NMFS  recovery 
team,  has  been,  please  give  us  a  yes  or  no  on  drawdown  or,  more 
appropriately,  give  us  a  biologic  testing  road  map  to  get  to  yes  or 
no. 

I  am  optimistic  that  that  will  occur.  NMFS  and  the  Corps  are 
working  on  trying  to  produce  such  a  test  in  1994.  And  I  am  hopeful 
that  we  can.  We  have  already  tested  some  of  the  structural  impacts 
of  the  drawdown  in  the  last  year. 

But  we  need  to  try  to  design  a  credible  biologic  test  before  we 
commit  ourselves  to  what,  by  almost  any  measure,  will  be  a  very 
significant  expenditure  of  ratepayer  dollars. 

Senator  GrORTON.  Are  you  getting  reasonable  cooperation  from 
State  and  Federal  agencies  on  this  kind  of  experimentation  or 
tests? 

Mr.  Hardy.  I  think  we  are  getting  reasonable  cooperation.  We 
are  making  some  progress.  I  would  say  we  are  getting  good  co- 
operation from  NMFS.  And  we  are  working  well  together  on  that 
issue. 

In  particular,  we  and  National  Marine  Fisheries  are  proceeding 
with  a  series  of  flow  survival  studies  to  determine  what  is  the  rela- 
tionship of  increased  flow  to  decreased  travel  time,  and  ultimately, 
to  survival  of  the  fish. 

That  is  not  something  that  we  or  anybody  else  has  been  able  to 
do  for  the  last  10  years.  And  in  that  respect,  I  think  we  are  getting 
good  cooperation  from  NMFS.  And  ultimately,  we  are  getting  co- 
operation from  the  States,  although  it  varies  among  States. 

Senator  Gorton.  But  you  do  not  have  NMFS'  biological  opinion 
on  river  operations  for  this  year,  do  you? 

Mr.  Hardy.  No;  we  £ire  still  working  with  National  Marine  Fish- 
eries to  try  to  conclude  that.  We  hope  to  conclude  it  within  the  next 
few  days. 
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Senator  GtoRTON.  Within  the  next  few  days,  you  hope  to  have  it? 

Mr.  Hardy.  Yes,  sir. 

Senator  GORTON.  Will  you  be  able  to  tell  us,  then,  what  the  po- 
tential financial  impact  of  it  will  be? 

Mr.  Hardy.  When  the  opinion  is  available  I  will  be  able  to  tell 
you  what  the  financial  impact  will  be. 

Senator  Gorton.  And  you  will  do  so. 

Mr.  Hardy.  Yes,  sir. 

SOCIETAL  COSTS  FOR  FISH  AND  WILDLIFE 

Senator  Gorton.  Now,  just  for  the  record,  we  spoke  of  the  $1  bil- 
lion investment  over  a  decade  or  so  on  the  $300  million  a  year  in- 
vestment in  which  you  are  engaged  right  now. 

Simply,  for  the  record,  I  would  like  you  to  affirm  that  in  this  con- 
nection, you  are  speaking  only  of  Bonneville  costs  and  expendi- 
tures, which  have  been  passed  through  to  your  customers. 

Over  and  beyond  that,  there  are  expenditures  to  other  utilities, 
both  your  customers  and  your  noncustomer  utilities,  to  the  agricul- 
tural community,  the  transportation  community,  and  many  others. 
Is  that  not  correct? 

Mr.  ELaeidy.  That  is  correct;  there  are  significant  costs  associated 
with  other  sectors  of  the  economy. 

Senator  Gk)RTON.  So  if  we  are  to  attempt  to  weigh  societal  gains 
against  societal  costs,  we  have  to  add  all  of  those  expenses  against 
what  has  been  achieved  on  the  river  in  order  to  reach  that  conclu- 
sion, do  we  not? 

Mr.  Hardy.  I  would  think  so;  yes,  sir. 

Senator  Gorton.  Do  you  have  the  slightest  ability  to  estimate 
what  those  total  societal  costs  would  be  on  the  scale  of  your  origi- 
nal $1  billion  or  your  current  $300  million  a  year? 

Mr.  Hardy.  Well,  frankly.  Senator,  I  do  not.  These  costs  are  sub- 
ject to  so  many  uncertainties  and  so  many  rather  gross  assump- 
tions about  what  might  happen  and  then  what  secondary  effects 
that  would  produce,  that  I  am  not  sure  that  I  could  give  you  a  reli- 
able estimate. 

Senator  Gorton.  And  your  not  being  able  to  give  us  that  reliable 
estimate,  given  your  position,  is  a  pretty  good  indication  that  we 
cannot  get  a  reliable  estimate. 

Mr.  Hardy.  One  could  reach  that  conclusion;  yes,  sir. 

Senator  GORTON.  Many  people  have  seen  the  Northwest  Power 
Planning  Council's  salmon  plan  as  a  final  hope  to  address  the  en- 
dangered salmon  issue  inside  the  region,  rather  than  here  at  the 
Washington,  DC,  level  or  in  the  courts,  although  much  of  it  already 
is  in  the  courts. 

Let  me  ask  you  whether  there  are  any  components  of  this  plan 
that  depend  on  Federal  appropriations  outside  of  Bonneville's  juris- 
diction that  we— Senator  Hatfield  and  I  and  others — should  be 
warned  about? 

Mr.  Hardy.  I  believe  there  are,  although  I  would  defer  to  the 
Power  Council,  Senator.  In  particular,  phase  3  of  their  plan,  which 
they  have  just  completed,  includes  a  variety  of  habitat  measures 
which  will  inevitably  involve  Forest  Service,  BLM,  and  other  agen- 
cies which  operate  on  appropriated  funds. 
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I  would  expect,  given  that  habitat  and  even  hatchery  operations 
are  two  important  components  of  the  so  called  four  H's  ultimately 
needed,  at  least  we  believe,  to  have  a  viable  salmon  recovery  plan, 
that  there  will  be  impacts  on  appropriations,  potentially  associated 
with  those  components. 

There  also  may  be  potential  impacts  on  appropriations  associated 
with  wildlife  mitigation  as  part  of  the  Power  Council's  phase  4  pro- 
gram. 

CONSERVATION 

Senator  GrORTON.  You  have  pointed  out,  and  it  is  widely  recog- 
nized, that  conservation  has  consistently  been  one  of  the  most  cost- 
effective  resources  currently  available  to  Bonneville  and  to  the  re- 
gion. 

Some  have  reported  to  us,  at  least,  that  Bonneville's  cost  of  ac- 
quiring conservation,  in  effect,  is  considerably  higher  than  those  of 
investor-owned  utilities,  even  after  consumer  density  is  factored  in. 
Is  that  true?  Can  you  account  for  the  differences?  What  portion  of 
your  administrative  cost  control  measures  are  designed  to  bring 
down  your  conservation  costs? 

Mr.  Hardy.  It  is  true  to  some  degree.  We  are  not  the  highest, 
but  we  are  in  the  higher  end  of  the  range  on  a  per-kilowatt-hour 
basis  for  conservation  providers,  in  terms  of  administrative  and 
overhead  program  delivery  costs. 

The  reasons  for  that,  I  think,  are  unique  for  Bonneville.  We  have 
invested  a  lot  of  money,  both  on  our  own  initiative  and  pursuant 
to  the  Power  Council's  plan,  in  infrastructure  development,  in 
training,  in  technical  assistance  to  States,  in  providing  code  sup- 
port to  our  customers,  and  for  a  variety  of  other  programs.  We  have 
been  able  to  develop  and  bring  along  the  conservation  capability  of 
our  customers  and  other  entities  in  the  region,  such  as  building 
code  officials.  We  tried  to  move  this  whole  initiative  through  in  a 
comprehensive  fashion  that  would  maximize  our  ability  to  acquire 
the  conservation  resource. 

That  has  produced  a  variety  of  administrative  costs  that  many 
other  utilities  have  not  encountered  and,  in  fact,  many  of  the  utili- 
ties in  the  Northwest  have  piggy-backed  on,  given  the  fact  that  we 
have  blazed  the  trail  and  done  a  lot  of  the  advertising  and  other 
kinds  of  things  that  have  set  the  groundwork. 

And  by  that,  I  do  not  want  to  minimize  the  kind  of  conservation 
programs  that  Puget  Power  and  others  have  undertaken,  which,  I 
think,  are  excellent  and  among  the  best  in  the  Nation,  but  they 
have  benefited  from  our  headstart  in  this  area. 

And  we  have  borne  some  of  the  administrative  and  infrastructure 
development  costs  regionwide  that  other  utilities  might  not  have  to 
bear. 

That  being  said,  those  are  precisely  the  areas  that  we  are  focus- 
ing on  as  we  look  for  program  reductions  and  efficiency  improve- 
ments in  our  conservation  programs.  Overhead  costs,  infrastructure 
development  costs,  training  costs,  as  well  as  lowering  incentive  lev- 
els, will  probably  be  the  biggest  targets  for  reduction. 

My  goal  is  to  both  reduce  those,  because  I  think  they  are  mature 
programs  now  and  we  can  get  by  without  those  costs,  as  well  as 
look  at  tiered  rates  and  other  kinds  of  price  signal  mechanisms,  so 


25 

we  can  get  the  same  kind  of  conservation  acquisition,  but  for  a  lot 
less  burden  on  the  BPA  rate. 

VARIABLE  INDUSTRIAL  RATE 

Senator  Gk)RTON.  Mr.  Hardy,  whenever  we  get  into  the  kind  of 
difficulties  in  which  we  find  ourselves  today,  there  is  a  lot  of  finger 
pointing  that  it  is  someone  else's  fault,  you  should  take  it  out  of 
someone  else's  hide,  and  that  has  led,  recently  and  also  over  a  pe- 
riod of  years,  to  criticism  of  special  rate  structures  now  offered  by 
Bonneville  to  customers,  to  DSI's  in  particular. 

With  regard  to  the  variable  rate  for  aluminum  producers,  what 
has  been  the  net  financial  impact  on  Bonneville? 

Mr.  Hardy.  As  best  we  can  tell  at  this  point  in  time,  since  we 
instituted  the  rate  in  1987,  the  net  financial  impact  has  been  about 
a  wash. 

We  were  about  $250  million  to  the  good,  as  a  result  of  very  high 
aluminum  prices  in  1988,  1989,  and  1990.  Since  1990,  we  have  ba- 
sically lost  that  amount,  if  you  want  to  characterize  it  that  way, 
as  a  result  of  very  low  aluminum  prices  in  the  last  2  years. 

I  would  caveat  that,  however,  by  saying  that  does  not  account  for 
the  fact  that  had  we  not  instituted  the  variable  rate,  and  we  just 
kept  our  standard  industrial  rate,  we  would,  no  doubt,  have  either 
lost  some  companies,  or  some  companies  beyond  just  the  Reynolds 
plant  and  Troutdale  would  have  gone  off-line  for  prolonged  periods 
of  time.  That  would  have  occurred  because  we  would  not  have  been 
able  to  vary  the  rate  with  the  standard  price  of  aluminum.  I  cannot 
quantify  this  benefit  for  you,  because  I  do  not  think  there  is  any 
viable  way  to  do  so. 

Senator  Gorton.  Those  are  the  social  benefits  of  having  the  in- 
dustries. 

Mr.  Hardy.  Absolutely.  There  are  the  revenue  benefits  of  having 
the  industries,  quite  apart  from  the  social  benefits. 

If  we  would  have  kept  the  standard  rate  and  two  or  three  of 
those  plants  would  have  left  the  region  or  would  have  gone  off-line 
for  prolonged  periods  of  time,  even  though  we  would  have  had  a 
higher  rate,  we  probably  would  have  been  worse  off  than  we  are 
now  in  an  overall  revenue  collection  sense. 

So  we  are,  at  least,  neutral.  When  you  factor  in  the  fact  that 
some  of  the  plants  probably  would  have  shut  down  for  prolonged 
periods  of  time,  although  I  just  cannot  quantify  it  in  a  reliable  sort 
of  way,  my  judgment  is  we  are  still  net  beneficiaries  from  the  vari- 
able rate. 

Senator  GrORTON.  As  you  are  figuring  this  rate  structure  for  the 
next  couple  of  years,  what  kind  of  aluminum  price  are  you  project- 
ing on  which  to  make  those  determinations? 

Mr.  Hardy.  We  are  projecting  not  lower  aluminum  prices,  just  a 
longer,  more  drawn  out  recovery. 

When  I  came  aboard  18  months  ago,  we  were  thinking  the  recov- 
ery in  the  worldwide  aluminum  prices  to  a  65  to  75  cent  a  pound 
range  was  going  to  occur  in  late  1993,  early  1994, 

We  are  now  out  to  early  1995  before  such  a  recovery  occurs.  And 
every  time  we  have  a  new  forecast,  it  is  kind  of  an  everreceding 
horizon.  And  that  is  basically  where  we  are. 
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We  are  not  anticipating  that  the  price  is  going  to  go  any  lower, 
but  we  are  anticipating  that  the  recovery  to  medium  kind  of  price 
levels  where  the  companies  can  operate  at  a  profit  is  probably  still 
18  months,  maybe  more,  away. 

Senator  GORTON.  Do  you  characterize  that  as  a  cautious  or  con- 
servative projection? 

Mr.  Hardy.  I  characterize  it  as  a  realistic  projection.  Senator. 

DE  FAZIO  TASK  FORCE 

Senator  GORTON.  Yesterday  you  testified  in  front  of  the  DeFazio 
task  force,  the  BPA  task  force  in  the  House.  Is  there  anything  in 
particular  that  you  would  like  to  see  to  come  out  of  the  workings 
of  that  task  force  that  would  be  of  help  to  you? 

Mr.  Hardy.  Yes;  I  have  also  told  Congressman  DeFazio  this,  I 
think  a  couple  of  things  would  be  particularly  helpful.  One  is  hav- 
ing a  committee  on  the  House  side  take  a  comprehensive  look  at 
all  of  our  operations  and  the  various  tradeoffs  we  have  to  make. 

This  committee  has  tended  to  do  that  much  to  our  benefit  on  the 
Senate  side,  but  this  is  the  only  committee  that  has  done  that.  And 
we  have  suffered,  frankly,  from  not  having  that  kind  of  comprehen- 
sive view  on  the  House  side. 

Members  tend  to  come  in  and  out  on  selected  issues  without  any 
appreciation  for  what  I  am  having  to  deal  with  as  Administrator, 
in  terms  of  trying  to  trade  off  different  issues. 

Let  me  use  an  example.  The  latest  Endangered  Species  Act  prob- 
lem, if  I  can  call  it  that,  is  the  white  sturgeon  in  the  Kootenai 
River.  The  Fish  and  Wildlife  Service  would  like  us  to  provide  more 
flows,  because  those  are  deemed  to  be  the  answer  for  the  white 
sturgeon. 

Some  representatives  of  Idaho  think  that  is  a  good  idea.  The  Fish 
and  Wildlife  Service  thinks  that  is  a  good  idea.  People  in  Montana, 
who  are  around  Libby  Reservoir,  do  not  think  that  is  such  a  great 
idea. 

Other  people  in  Montana,  where  the  Columbia  Falls  aluminum 
plant  is,  because  the  rate  impact  associated  with  that,  do  not  think 
that  is  a  good  idea,  same  as  our  other  customers. 

It  gets  very  complex  when  you  are  trying  to  balance  rate  impacts, 
fish  benefit  impacts,  recreation  impacts,  and  irrigation  impacts. 
And  that  is  one  of  a  multitude  of  examples. 

I  think  that  the  DeFazio  task  force  can  be  helpful.  And  it  does 
have  representatives  from  the  Northwest  States  on  it,  including 
Montana,  Idaho,  and  Oregon,  in  addition  to  Congressman  DeFazio. 

I  think  the  task  force  can  be  helpful  in  validating  what  the  trade- 
off decisions  are  that  I  am  making.  And  if  I  am  not  making  right 
decisions,  it  would  be  helpful  to  have  some  policy  guidance,  if  you 
will,  on  that  issue,  and  particularly  relative  to  the  budget  cutting 
exercise  that  we  are  going  through  now. 

Are  we  cutting  too  much?  Are  we  cutting  too  little?  What  is  the 
tradeoff  between  the  amount  of  savings  we  can  get  and  not  seri- 
ously harming  the  conservation  or  the  fish  programs? 

That  is  one  clear  benefit  that  I  see  out  of  the  task  force.  The 
other  benefit  that  I  would  hope  for  is  that  we  can  have  some  dis- 
cussion, in  particular,  on  the  governmental  restructuring  question, 
and  on  the  debt  repayment  issues  that  Senator  Hatfield  has  pio- 
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neered  over  here  on  the  Senate  side,  but  has  not  really  received  a 
lot  of  discussion  on  the  House  side. 

I  think  there  is  an  inclination  on  Congressman  DeFazio's  part  to 
get  into  those  issues  and  the  various  alternatives  to  repayment  re- 
form. And  I  have  strongly  encouraged  him  to  do  so. 

We  need  to  build  a  regional  consensus  as  to  whether  some  action 
is  appropriate  in  this  area.  And  if  so,  what  should  that  action  be? 
And  I  think  he  is  willing  to  take  that  on.  And  I  think  we  would 
all  benefit  from  it. 

The  Senate  is  a  little  bit  out  ahead  of  them,  but  that  is  all  right. 
And  if  the  task  force  could  focus  on  that  issue,  I  think  we  could 
build  a  regional  consensus  for  some  action  in  that  area,  which  I, 
at  least,  think  we  need  to  take. 

COLUMBIA  BASIN  STREAMFLOW 

Senator  GrORTON.  One  last  and  minor  detailed  question:  You 
speak  in  your  testimony,  eloquently,  of  the  six  lean  years,  if  we  can 
put  it  in  that  way,  through  which  we  have  just  passed;  in  some  re- 
spects, one  of  the  worst  winters  in  history,  cold  and  so  on. 

You  say,  here,  as  a  result,  the  Columbia  basin's  August-February 
streamflows  threaten  to  take  reservoirs  to  empty,  meaning  mini- 
mum generating  pool. 

It  is  just  the  subjective  impression  of  this  Senator  that  it  has 
rained  a  hell  of  a  lot  at  home  in  the  last  couple  of  months.  Is  there 
any  tiny  improvement  taking  place? 

Mr.  Hardy.  It  has  rained  a  lot,  but  in  the  wrong  places.  Senator. 
There  is  some  improvement,  but  it  is  fairly  modest. 

The  runoff  in  the  last  month  or  so  has  improved  by  about  3  mil- 
lion acre-feet,  from  about  77  to  about  80  million  acre-feet;  106  mil- 
lion acre-feet  is  average  runoff. 

We  have  had  excellent  rainfall  in  Oregon,  excellent  rainfall  in 
southern  Idaho  and  in  northern  California.  But  we  have  had  very 
poor  rainfall  in  north-central  Washington,  in  southern  British  Co- 
lumbia, in  northwestern  Montana.  That  is  where  all  of  our  storage 
reservoirs  are. 

The  red  and  the  yellow  areas  on  the  chart  illustrate  the  areas 
experiencing  below  normal  precipitation.  The  main  storage  projects 
are  marked  on  there;  they  are  the  three  Canadian  dams  and  Hun- 
gry Horse  and  Dworsak  and  Grand  Coulee. 

And  they  are  all  in  the  dry  areas.  What  we  have  suffered  from 
is  that  the  jet  stream  has  been  about  200  miles  to  the  south  of 
where  we  would  like  to  have  it,  which  has  benefited  Oregon  and 
southern  Idaho. 

But  it  has  given  us  very  low  rainfall  in  our  storage  reservoirs, 
while  there  has  been  some  modest  improvement  in  the  last  30 
days.  We  have  already  passed  the  big  rain  months.  So  I  am  not  op- 
timistic that  we  will  get  anything  more  than  marginal  benefits  out 
of  additional  rain  in  May  and  June. 

Senator  GORTON.  Thank  you,  Mr.  Hardy. 

Thank  you,  Mr.  Chairman. 
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ENERGY  POLICY  ACT 

Senator  Hatfield.  Building  on  your  6  lean  years,  then,  perhaps, 
we  ought  to  provide  that  those  who  place  into  the  storehouse  may 
draw  out  accordingly,  in  this  case  from  water  in  the  reservoirs. 

Mr.  Hardy,  I  want  to  go  back  a  moment  to  last  year's  Energy 
Policy  Act.  As  you  know,  I  offered  an  amendment  to  that  bill, 
which  was  adopted,  that  would  provide  authority  for  the  Bureau  of 
Reclamation  and  the  Corps  of  Engineers  to  deal  directly  with  Bon- 
neville to  fund  their  improvements,  additions,  and  replacements  at 
their  hydro  facilities. 

Now,  I  understand  that  in  your  fiscal  year  1994  budget  proposal, 
you  do  not  include  funds  for  that  type  of  activity.  Could  you  give 
me  what  the  Bureau  of  Reclamation  and  the  Corps  have  estimated 
to  be  their  needs  for  1994  under  this  new  mechanism? 

Mr.  Hardy.  I  would  prefer  to  answer  that  question  for  the  record 
if  I  could.  Senator. 

[The  information  follows:] 

Fiscal  year  1994 

Bureau  of  Reclamation  $23,420,000 

Corps  of  Engineers 

Total  23,420,000 

BORROWING  AUTHORITY 

Senator  Hatfield.  All  right.  Thank  you.  Mr.  Hardy,  as  you 
know,  earlier  this  year,  we  were  all  surprised — ^you  and  the  admin- 
istration of  Bonneville,  and  we,  on  this  subcommittee — ^by  disclo- 
sure of  the  fact  that  you  had  exceeded  your  borrowing  capacity  or 
borrowing  authority,  the  authority  as  established  by  the  report  lan- 
guage of  this  committee  in  the  appropriations  conference  report  for 
a  capital  program  during  fiscal  1992. 

This  revelation,  as  you  recall,  after  discussions  with  you,  led  me 
to  ask  the  GAO  to  make  a  report  or  review  on  the  financial  and 
accounting  controls  and  overall  financial  condition  of  Bonneville.  I 
understand  the  GAO  is  still  in  the  process  of  reviewing  this  matter. 

First  of  all,  I  would  like  to  ask  you  if  you  could  tell  us  about  any 
steps  that  you  have  already  taken  to  ensure  that  neither  this  com- 
mittee nor  you  is  not  surprised  again  in  the  future? 

I  also  notice  in  your  written  statement  that  you  indicate  that  in 
the  current  fiscal  year,  you  have  increased  your  borrowing  from  the 
$417  million  that  was  in  the  committee's  report  as  a  ceiling — in 
1993,  I  am  talking  about,  current  1993 

Mr.  Hardy.  Yes,  sir. 

Senator  Hatfield  [continuing].  To  a  new  figure  of  $474  million. 
And  so  I  ask  if  you  care  to  comment  or  if  you  could  enlighten  us 
as  to  this  excess  of  about  $57  million  in  the  current  fiscal  year, 
that  is  about  now  50  percent  completed. 

Mr.  Hardy.  Let  me  talk  about  the  1992  problem  first.  Senator. 
And  you  were  correct.  You  were  surprised.  We  were  surprised 
when  that  happened.  Basically,  a  couple  of  things  occurred  that  we 
did  not  anticipate. 

We  were  spending  near  our  borrowing  authority  estimate  for  the 
first  time  in  the  last  several  years.  Typically,  we  had  not  spent  up 
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near  that  estimate.  And  what  happened  near  the  end  of  the  fiscal 
year  were  a  couple  of  things  that  we  had  not  anticipated. 

First,  we  refinanced  some  outstanding  Treasury  bonds.  That  pro- 
vided us  $7  million  in  annual  benefits  for  us  over  the  long  term, 
but  that  also  triggered  a  $29  million  call  premium  that  got  booked 
during  the  year  and,  hence,  was  scored  against  our  fiscal  year  1992 
borrowing  authority. 

Second,  we  were  presented  a  bill  by  Pacific  Corp.  for  their  share 
of  construction  on  the  third  AC  intertie  transmission  line  that  was 
some  $15  million  higher  than  either  we  or  Pacific  Corp.  had  antici- 
pated. 

They  had,  basically,  run  into  some  unanticipated  additional  con- 
struction needs.  And  that  resulted  in  our  being  over  the  borrowing 
ceiling  by  roughly  $45  million. 

ACTIONS  TAKEN  ON  MONITORING  USE  OF  BORROWING  AUTHORITY 

We  have  done  three  basic  things  to  try  to  make  sure  and  ensure 
you  and  the  committee  that  that  does  not  happen  again.  First,  we 
are  instituting  real  time  reporting  in  our  financial  reporting  sys- 
tems. 

Instead  of  monthly  or  quarterly  reports  on  where  our  finances 
are,  we  are  working  on  system  improvements  that  will  allow  us  to 
update  actual  financial  obligation  data  on  a  basis  more  frequent 
than  monthly;  we're  also  enhancing  our  ability  to  make  prospective 
projections. 

Second,  we  have  worked  with  our  finance  people  who  t5rpically  do 
our  refinancings  to  make  sure  that  they  are  sensitive  that  it  is  not 
just  the  long-term  rate  savings  that  triggers  an  action  to  refinance, 
but  they  have  got  to  look  at  the  short  term  and  how  the  call  pre- 
miums score.  They  did  not  do  that  in  the  past,  because  they  had 
not  been  told  to  do  that  prior  to  this  time. 

And  finally,  we  will  institute  a  series  of  quarterly  updates  to  the 
committee  with  our  chief  financial  officer,  and  more  often,  if  there 
are  significant  events,  to  make  sure  that  you  are  fully  and  cur- 
rently informed. 

We  regret  that  this  occurred.  We  are  hopeful  that  the  GAO  re- 
port will  validate  the  actions  that  we  have  taken  or  suggest  addi- 
tional actions  that  may  be  necessary. 

Relative  to  the  borrowing  for  fiscal  1993  and  the  changes  that  we 
have  requested  from  the  committee,  most  of  the  roughly  $52  mil- 
lion difference  between  $473  and  $417  million  is  additional  con- 
servation funding. 

This  increase  results  from  two  factors.  First,  in  this  cost  cutting 
mode,  we  are  trjdng  to  focus  our  priorities  on  so  called  lost  oppor- 
tunity resources,  resources  associated  with  new  construction.  Typi- 
cally, once  they  are  built,  you  miss  the  conservation  opportunity. 

The  second  reason  for  that  increase  in  borrowing  is  really  respon- 
sive to  our  customers'  requests  to  try  to  keep  the  size  of  the  rate 
increase  down.  And  one  of  the  mechanisms  to  do  that  is  we  have 
gone  back  in  and  reexamined  our  conservation  expenditures. 

And  we  have  capitalized  a  number  of  things  that  we  formerly 
had  expensed.  And  that  has  resulted  in  a  shift  from  the  expense 
side  of  the  ledger  to  the  capital  side  of  about,  I  think,  somewhere 
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in  the  order  of  $30  million.  And  that  is  a  significant  factor  in  push- 
ing up  the  amount  of  the  borrowing  authority. 

That  is  also  a  significant  factor  in  reducing  the  pressure  to  raise 
rates.  The  saving  is  basically  a  percentage  point  or  two  on  the  rate 
increase.  So  we  did  that  for  reasons  that  I  think  are  legitimate,  but 
it  has  had  the  effect  of  pushing  the  borrowing  authority  requests 
up. 

I  suspect  that  given  the  cost  cutting  we  are  now  going  through, 
we  will  probably  end  up  somewhat  lower  than  the  $473  million  fig- 
ure. My  problem,  right  now,  is,  since  I  am  in  the  middle  of  that 
exercise,  I  cannot  reliably  estimate  for  the  committee  how  much 
lower  that  would  be. 

Senator  Hatfield.  Let  me  clarify  for  the  record.  Let  me  delineate 
between  statutory  borrowing  authority,  which  you  have  not 
exceeded 

Mr.  Hardy.  Correct. 

Senator  Hatfield  [continuing].  And  the  committee's  cap  as  to 
the  estimated  borrowing  authority  level. 

Mr.  Hardy.  Yes,  sir;  I  should  have  prefaced  my  statement,  both 
for  fiscal  years  1992  and  1993,  by  saying  that  we  have  the  legal 
authority  to  do  what  we  did  both  in  1992  and  in  this  year. 

And  we  did  that  for  a  very  good  reason.  We  are  a  commercial 
business  enterprise  and  you  have  fluctuations  in  revenue  and  fi- 
nancing requirements.  The  Congress,  by  various  pieces  of  legisla- 
tion, has  recognized  this  and  given  us  that  authority. 

That  being  said,  particularly  relevant  to  the  1992  incident  where 
we  went  over,  we  need  to  do  a  better  job  of  keeping  your  committee 
and  the  House  Appropriations  subcommittee  informed  as  to  when 
we  incur  these  unanticipated  expenditures,  so  nobody,  including 
ourselves,  is  surprised. 

Senator  Hatfield.  I  want  to  add  that  in  making  that  technical 
distinction,  we  do  not  mean  to  imply  that  we  should  be  taken  any 
less  seriously  by  those  conference  report  ceilings  or  estimates,  but 
I  still  want  to  make  it  clear  that  Bonneville  has  not  exceeded  legal 
authority. 

Mr.  Hardy.  Yes,  sir.  Thank  you. 

Senator  Hatfield.  That  is  established  in  statute. 

Senator,  do  you  have  further  questions? 

Senator  GORTON.  No. 

supporting  associates 

Senator  Hatfield.  Thank  you,  Mr.  Hardy.  I  would  like  to  have 
you,  for  the  record,  introduce  those  associates  that  have  accom- 
panied you  here  today. 

Mr.  Hardy.  Yes,  sir.  Senator,  we  have  Jack  Robertson,  our  Dep- 
uty Administrator;  Steve  Hickok,  our  Executive  Assistant  Adminis- 
trator; Steve  Wright,  our  Assistant  Administrator  for  our  Washing- 
ton, DC,  operation;  Norma  Pizza,  who  is  our  Head  Budget  Officer; 
and  three  or  four  other  Bonneville  staff,  both  from  our  Washington, 
DC,  office  and  our  Budget  Office,  who  have  been  very  helpful  to  me 
and,  I  think,  to  the  committee,  as  well,  in  terms  of  getting  us  ready 
for  these  hearings. 
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CONCLUSION 


Senator  HATFIELD.  Mr.  Hardy,  I  want  to  take  this  occasion  to  re- 
affirm, my  confidence  in  your  administration,  to  express  to  you  my 
deep  admiration  for  the  way  in  which  you  are  approaching  this  dif- 
ficult time,  this  serious  crisis  that  you  have  at  Bonneville,  and  to 
encourage  you. 

We  want  to  help  you.  We  want  to  be  a  partner  in  digging  out  of 
this  situation.  I  believe  we  can,  but  I  just  want  to  make  sure  that 
you  understand  this  is  not  an  adversarial  relationship  with  this 
committee,  but  a  cooperative  relationship. 

Mr.  Hardy.  Senator,  I  appreciate  that  support  that  you  and  Sen- 
ator Grorton  have  consistently  given  and,  frankly,  most  of  the  mem- 
bers in  the  Northwest  congressional  delegation. 

These  are  tough  times.  And  we  all  need  to  go  down  this  road  to- 
gether. And  I  am  trying  to  do  my  best  to  make  sure  that  we  all 
can  go  down  together.  And  I  psirticularly  appreciate  your  support 
and  the  committee's  support  in  helping  me  and  helping  Bonneville 
and  the  region  do  that. 

Senator  GORTON.  Senator  Hatfield,  I  agree  with  you  in  express- 
ing those  sentiments  and  extend  that  to  the  fine  work  Mr.  Hardy 
has  done  here  and  work  he  has  done  before,  during  all  of  the  years 
we  have  known  one  another. 

And  he  may  not  want  it  known  on  the  record,  but  we  are  even 
close  neighbors  in  our  homes  in  Seattle.  And  I  am  very  pleased 
with  him.  I  hope  he  is  still  as  happy  that  he  got  the  job. 

I  do  not  think  he  expected  to  encounter  all  of  the  difficulties  he 
has  faced,  but  he  is  bearing  up  under  them  very  well.  And  I  have 
great  confidence  in  him. 

Mr.  Hardy.  Thank  you.  Senator. 

Senator  Hatfield.  Thank  you. 

ADDITIONAL  COMMITTEE  QUESTIONS 

We  will  submit  the  balance  of  the  questions  for  response  in  the 
record. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Administration  for  response  subsequent  to  the 
hearing.] 
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QUESTIONS  SUBMITTED  BY  SENATOR  HATFIELD 

TREASURY  BORROWING 

Question:   Is  Bonneville  borrowing  more  money  from  Treasury 
than  it  is  taking  in  from  its  ratepayers?   If  so,  then  are  we  not 
simply  passing  along  to  our  future  generations  the  obligation  to 
repay  this  huge  debt? 

Answer:  Senator,  there  are  several  different  ways  to  answer 
your  question. 

First,  one  could  look  at  Bonneville's  annual  revenues 
compared  to  its  annual  borrowing.   In  this  rather  simple 
comparison,  Bonneville's  annual  revenues  from  ratepayers  of  about 
$2  billion  far  exceed  our  annual  borrowing  from  the  Treasury.   For 
example,  Bonneville  borrowed  $110  million  in  FY  1991.  $479  million 
in  FY  1992,  and  is  expected  to  borrow  about  $650  million  in 
FY  1993,  so  over  this  3-year  period,  the  annual  average  was  about 
$410  million. 

Second,  one  could  look  over  the  life  of  any  particular 
investment.   In  this  case,  the  amount  borrowed  from  the  Treasury 
will  equal  the  amount  returned  by  the  ratepayers.  Bonneville  must 
set  its  rates  such  that  it  recovers  the  Federal  investment  over  a 
reasonable  period  of  years.   In  addition,  interest  is  paid  to  the 
Treasury  on  the  outstanding  balance. 

Third,  one  could  compare  the  net  revenues  Bonneville  earns 
annually  to  the  amount  of  new  borrowing.   For  FYs  1991,  1992  and 
estimated  for  FY  1993,  Bonneville  had  the  following  net  revenues. 
$426  million,  $(274)  million,  and  $(482)  million.  The  average  net 
revenues  for  this  period  is  a  net  loss  of  $110  million.  A 
significant  portion  of  this  loss  is  due  to  the  prolonged  drought 
we  are  experiencing. 

Fourth,  one  could  look  at  the  amount  borrowed  each  year  from 
the  Treasury  as  compared  to  the  amount  returned  by  the  ratepayers 
to  the  Treasury  each  year.  Using  FYs  1991,  1992,  and  1993  as 
examples,  the  following  information  is  provided: 


NEW  CONSTRUCTION 

PLACED  INTO 

SERVICE 

NEW  BONOS 

FISCAL 

FUNDED  BY 

ISSUED  TO  THE 

AMORTIZATION 

YEAR 

APPROPRIATIONS 

TREASURY 

PAYMENT 

1991 

$14,000,000 

$110,000,000 

$186,000,000 

1992 

$14,000,000 

$479,000,000 

$248,000,000 

1993  ..tsi  ) 

$135,000,000 

$650,000,000 

$247,000,000 
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Bonneville's  actual  borrowing  from  the  Treasury  is  dependent 
upon  a  number  of  cash  management  factors,  including  current 
reserve  balances.  Bonneville  establishes  its  repayment  schedule 
consistent  with  the  repayment  methodology  prescribed  by  the 
Department  of  Energy  and  reviewed  by  Congress.  This  methodology 
establishes  an  overall  stable  level  of  debt  repayment  over  time, 
and  takes  into  account  Bonneville's  non-Federal  debt  obligations. 
The  level  of  repayment  specifically  provides  for  intergenerational 
equity  between  current  and  future  ratepayers,  while  ensuring  all 
investments  are  repaid  by  their  respective  due  dates. 

Question:  On  the  other  hand,  if  revenues  exceed  the  amount 
of  annual  Treasury  borrowing,  why  don't  you  use  that  revenue  to 
pay  down  the  $3.75  billion  in  permanent  borrowing  authority  and 
spare  the  region  these  future  repayments? 

Answer:  Your  question  implies  that  you  are  considering  the 
comparison  of  Bonneville's  annual  net  revenues,  the  revenues 
remaining  after  all  expenses  have  been  met.  to  Bonneville's  annual 
borrowing  from  the  Treasury.  As  1  stated  previously,  due  in  large 
part  to  the  prolonged  drought  we  are  experiencing  in  the  region, 
our  net  revenues  for  the  3-year  period,  FYs  1991.  1992,  and  1993 
have  averaged  less  than  zero.  That  means  we  have  not  had  the  kind 
of  revenue  that  would  allow  us  to  defer  or  eliminate  borrowing  for 
any  part  of  our  capital  program. 

However,  even  if  Bonneville  had  earned  positive  net  revenues 
over  this  period,  that  does  not  necessarily  imply  that  additional 
cash  would  be  available  for  more  amortization  payments.  This  is 
because  there  are  times  when  Bonneville  will  need  to  earn 
additional  net  revenues  to  rebuild  its  financial  reserves.  Under 
the  policy  adopted  in  Bonneville's  10-year  Financial  Plan, 
January  1993,  we  need  to  establish  and  maintain  sufficient 
financial  reserves  to  assure  a  high  probability  of  making  our 
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Finally.  Bonneville  must  analyze  all  potential  uses  for  its 
cash  before  making  any  amortization  payments  above  those  already 
planned.  Bonneville  must  weigh  the  costs  and  benefits  of 
alternative  dispositions  of  its  cash  for  both  present  and  future 
ratepayers.  This  includes  an  analysis  of  the  interest  rate  on  the 
next  highest  investment  available  for  repayment  and  the  potential 
return  from  other  uses.  Bonneville  will  choose  the  disposition 
that  best  reduces  costs  for  our  ratepayers. 
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GRADUAL  RATE  INCREASES  OVER  TIME 

Question:  Had  Bonneville  instituted  a  2  percent  rate 
increase  per  year  over  the  past  five  years  what  would  be  the 
general  rate  increase  you  would  be  seeking  today? 

Answer:   If  Bonneville  had  instituted  a  2  percent  rate 
increase  per  year  since  1987,  I  think  our  cash  reserves  would 
probably  be  in  the  $500  million  range.  This  is  about  what  our 
planning  estimate  is  for  what  we  think  is  an  appropriate  level  of 
reserves. 

Given  such  higher  amount  of  reserves,  Bonneville  would  not 
have  included  any  net  revenues  for  risk  in  its  initial  proposal 
for  the  current  FY  1993  rate  case.  This  would  have  reduced  the 
initial  proposal  rate  increase  by  about  1  percent.  However,  with 
the  assumed  2  percent  increase  per  year.  Bonneville's  current 
rates  would  have  been  about  24.2  mills/kilowatt  hour,  rather  than 
23.3  mills/kilowatt  hour  actual  level,  and  the  resulting  general 
rate  increase  that  we  would  be  seeking  today  would  be  about 
6.6  percent,  rather  than  the  11.6  percent  included  in  the  initial 
proposal . 

CURRENT  RATE  INCREASE 

Question:  BPA  is  talking  about  a  rate  increase  of  at  least 
20  percent  with  the  goal  of  reducing  that  to  perhaps  14  percent. 
How  will  that  increase  get  divided  among  BPA  customers? 

Answer:  When  Bonneville  is  talking  about  a  20  percent 
increase,  the  number  is  referring  to  the  percent  increase  for  the 
Preference  customers. 

Wholesale  power  rates  are  divided  among  the  different 
customer  classes  and  is  based  on  Bonneville's  projected  test 
period  revenue  requirement:  Bonneville's  Cost  of  Service  Analysis 
(COSA):  Bonneville's  projected  test  period  loads  and  resources; 
statutory  requirements;  generally  accepted  ratemaking  practices; 
economic  theory;  Bonneville's  projections  of  revenues  from  sales 
of  nonfirm  energy;  and  Bonneville  policy  objectives. 

The  following  table  shows  Bonneville's  classes  of  service 
based  on  the  1993  Initial  Proposal.  The  initial  proposal  rates 
were  lower  than  those  that  would  be  necessary  based  on  current 
circumstances.  The  increase  to  other  customers  would  probably 
follow  the  same  general  proportional  relationships  as  shown  in  the 
initial  proposed  rates  below. 
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Current 

Proposed 

Percent 

Class  of  Service 

Rates 

Rates 

Change 

Change 

Priority  Firm  Power  (PF) 

Preference 

23.3 

26.0 

2.7 

116 

Residential  Exchange 

24.4 

27.3 

2.9 

11.9 

Combined 

23.8 

26.6 

2.8 

11.8 

Industrial  Firm  Power  (IP) 

w/  1st  Quartile  Service  Discount  (Standard) 

23.2 

25.9 

2.7 

11.6 

w/o  1st  Quartile  Service  Discount  (Premium 

23.9 

26.5 

2.6 

10.9 

Variable  Industrial  Power  (VI) 

as  Forecast 

2L2 

23.3 

2.1 

9.9 

at  Plateau 

22.7 

25.3 

2.6 

11.5 

Nonfirm  Energy  (NF) 

Average  Spot  Market  Standard  Rate 

15.0 

15.1    . 

0.1 

0.7 

Average  including  Market  Expansion 

14.2 

14.4 

0.2 

1.4 

New  Resource  Firm  Power  (MR) 

100%  Load  Factor 

30.0 

34.0 

4.0 

13.3 

55%  Load  Factor 

35.0 

39.7 

4.7 

13.4 

All  NR  as  Forecast 

42.3 

48.3 

6.0 

14.2 

New  Large  Single  Load 

00.0 

00.0 

0,0 

00.0 

Surplus  Firm  Power  (SP) 

Contract  Rale 

100%  Load  Factor 

32.2 

36.6 

4.4 

13.7 

55%  Load  Factor 

37.8 

43.0 

5.2 

13,8 

Average  Spot  Market  Rale 

31.2 

34.0 

2.8 

9.0 

Bonneville  Average  System  Cost  (BASC) 

24.4 

27.8 

3.4 

13,9 

Average  Cost  of  Nonfirm  Energy 

19.1 

21.9 

2.8 

14.7 

1993  Initial  Proposal,  Documentation  for  the  Wholesale  Rate  Development  Study,  Table  SUMOl 

Question:  How  much  is  paid  by  the  DSI's  as  compared  to 
publ ic  uti 1 i ties? 

Answer:   In  Bonneville's  1993  initial  proposal,  the 
breakdown  of  revenue  for  the  Direct  Service  Industries  and  public 
utilities  classes  for  fiscal  years  1994  and  1995  are.  Direct 
Service  Industries  $1,123.2  million  revenue  and  15.96  percent  of 
total  revenue:  Public  Utilities  $2,317.7  million  and  32.93  percent 
of  total  revenue. 

How  much  of  the  rate  increase  will  be  assumed  by  the 
Investor  Owned  Utilities  through  power  and  transmission  purchases 
and  through  the  residential  exchange? 


Answer:  Based  on  the  1993  Initial  Proposal,  the  Industrial 
Owned  Utilities  rate  increase  through  the  Residential  Exchange  is 
11.9  percent.  Through  the  New  Resources  Firm  Power,  it  is 
14.2  percent. 
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SOURCE  OF  REVENUES  BY  CUSTOMER  CLASS  BY  STATE 

Question:   Please  provide  for  the  record  a  breakdown  of 
source  of  rate  revenues  by  customer  class  and  by  state. 

Answer:   (The  information  follows:) 


Calendar 

Year  1992  Revenues 

(Dollars) 

Customer  Class 

Idaho 

Montana 

Oregon 

Washington 

Municipalities 

23.B64.301 

3S2.445 

86.988.980 

138.061.729 

Cooperatives 

29.297.439 

19.694.571 

83.864.578 

63.349.277 

Public  Utility  Districts 

0 

0 

80,962.541 

422.145.158 

Privately  Owned  Utilities 

3,421.186 

778.854 

80.309.506 

71.479.507 

federal  Agencies 

0 

4.960.104 

■  125.356 

20.260,881 

Aluminum  Industries 

0 

47,273.101 

36.326.768 

300.218.680 

Other  Industries 

0 

0 

67.715.211 

6.974.766 

Other  Public  Agencies 

0 

0 

0 

0 

Calendar  Year 

1992  Re 

venues 

(Dollars) 

Customer  Class 

Wyomi 

ng 

Nevada 

CallfornI 
a 

Utah 

Municipalities 

0 

0 

7.601.531 

0 

Cooperatives 

9.934 

.194 

10.811. 

623 

2.433.792 

897 

663 

Public  Utility  Districts 

0 

0 

0 

0 

Privately  Owned  Utilities 

0 

0 

33,445.098 

0 

Federal  Agencies 

0 

0 

883.810 

0 

Aluminum  Industries 

0 

0 

0 

0 

Other  Industries 

0 

0 

0 

0 

other  Publ 1c  Agencies 

0 

0 

202.557 

0 

Bonneville  energy  sales  report  for  calendar  year  1992  -  PMRB, 
20  MAY  93.  Does  not  include  residential  exchange. 


Question:  Also  for  the  record,  please  indicate  how  many 
preference  customers  exist  that  BPA  serves  in  each  state  and  what 
that  comprises  as  a  percent  of  that  state's  total  electric 
customers. 
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Answer:   (The  information  follows:) 


States 

Number  of 

Number  of 

Percent  of  electrical 

electrical  utility 

electrical  utility 

utility  systems  BPA 

systems  in  state  * 

systems  BPA 
serves  ** 

serves 

Idaho 

29 

24 

83 

Montana 

32 

8 

25 

Oregon 

38 

35 

92 

Washington 

73 

65 

89 

Wyoming 

28 

1 

4 

Nevada 

15 

1 

7 

California 

52 

1 

2 

Combination  of  Directory  of  Electric  Utilities,  1991  Edition  and  BPA 
Generation  and  Sales  Statistics 
*•    Includes  Municipalities,  Cooperatives,  PUDs,  Federal  Agencies 

Question:  The  Power  Planning  Council  is  currently 
evaluating  a  number  of  options  for  dealing  with  the  rate  increase, 
including  making  administrative  changes,  and  reducing  program 
funding,  etc.   You  mentioned  a  number  of  your  own  proposals  in 
your  opening  remarks,  but  for  the  record,  could  you  please  list 
the  Council's  proposals  and  provide  your  comments  on  each  one? 

Answer:  We  have  checked  with  the  Power  Planning  Council  and 
have  established  that  they  have  taken  no  position  on  options  for 
dealing  with  Bonneville's  proposed  rate  increase.  We  have  no 
further  comments  at  this  time  other  than  those  included  in  the 
prepared  statement. 

FTE  LEVEL 

Question:  What  is  your  current  FTE  level  as  of  today,  and 
how  many  FTE  are  included  in  your  FY  1994  budget  submission? 

Answer:  Bonneville's  total  year  FTE  level  is  projected  at 
3,663.  This  is  based  on  actual  hours  worked  through  May  15.  1993. 
The  Bonneville  Budget  Submission  for  Congress,  dated  January  1993. 
included  Bonneville's  staffing  at  a  level  of  3,483  FTE  for 
FY  1994. 

Question:  Do  you  expect  the  number  of  BPA  employees  to  fall 
as  a  result  of  the  program  cuts  you  are  now  facing? 


Answer:  Yes.  We  expect  some  reductions  in  the  number  of 
Bonneville  employees  as  a  result  of  our  budget  cuts  as  well  as  the 
internal  function-by-function  review  of  Bonneville's  operating 
efficiency  that  Bonneville  is  currently  undertaking.   This  is  a 
quality-based  review  with  customer  involvement.   It  will  examine 
what  the  customers  need,  what  Bonneville  produces  to  meet  that 
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need,  and  how  efficiently  and  effectively  we  produce  it. 
Customers  will  be  represented  on  each  functional  review  team.  On 
conclusion  of  this  review,  Bonneville  will  move  as  aggressively  as 
possible  to  implement  the  recommended  improvements.  We  expect 
this  to  include  rebalancing  in-house  and  contractor  staffing.  We 
also  expect  that  it  will  result  in  significant  reductions  in  total 
staffing,  that  is,  Bonneville  plus  contractor  FTE. 

REVENUE  AND  EXPENSE  HISTORY 

Question:  What  is  the  difference  between  your  budgeted 
revenues  at  the  beginning  of  FY  1993.  and  your  estimate  of  what 
they  now  will  be  by  the  end  of  the  fiscal  year?  And.  the 
difference  between  budgeted  expenses  and  your  most  current 
estimates  for  the  same  period? 

Answer:   (The  information  follows:) 

REVENUE  AND  EXPENSE  HISTORY 
($  in  thousands) 

EXPENSES       REVENUES       NET  REVS. 
FY  1993 

Beginning  Estimate     Z. 325. 200.0        2.289.300.0        (35.900.0) 
Current  Estimate      2.386.900.0        1.904. 700.0        (482.200.0) 
(2n<J  Olr  Review) 

Question:   How  have  the  changes  in  these  projections  over 
the  last  seven  months  altered  your  overall  financial  positions? 

Answer:  Bonneville's  overall  financial  position  has  been 
adversely  affected  over  the  last  7  months  by  low  revenues  and 
increased  purchase  power  expenses  caused  by  severe  drought 
conditions,  low  aluminum  prices,  higher  than  anticipated  loads, 
the  loss  of  a  thermal  generating  facility,  and  environmental 
actions  to  protect  endangered  species  of  salmon.  Bonneville's 
level  of  financial  reserves  has  dropped  significantly  due  to  these 
unanticipated  events.  At  the  beginning  of  FY  1993,  Bonneville  was 
projecting  yearend  financial  reserves  of  $365  million. 
Bonneville's  current  projection  of  FY  1993  reserve  levels  is 
$90  million,  a  decrease  of  over  $275  million. 

Because  of  Bonneville's  low  reserve  level,  the  likelihood  of 
Bonneville  making  its  scheduled  1993  Treasury  payment  in  full  has 
decreased.  However.  Bonneville  currently  expects  to  have  the 
ability  to  make  its  1993  Treasury  payment  in  full  by  using 
existing  reserves.  Should  Bonneville  face  further  adverse  events, 
our  ability  to  make  this  year's  Treasury  payment  would  be  in 
jeopardy.   In  response  to  our  current  financial  condition, 
Bonneville  has  substantially  reduced  administrative  costs. 
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implemented  a  limited  hiring  freeze,  and  is  currently  reviewing 
program  spending  levels  for  reductions  and  deferrals. 

Question:  Please  provide  the  subcommittee  with  a  10-year 
history  of  your  yearly  revenue  and  expense  projections  and  your 
actuals. 

Answer:   (The  information  follows:) 

REVENUE  AND  EXPENSE  HISTORY 
($  in  thousands) 

•  EXPENSES  REVENUES  NET  REVS. 
FY  1992 

Budget  Year  2,151,200.0  2,271,200.0  120,000.0 

Operating  Year  2,236.000.0  2,244,800.0  '  8.800.0 

Actuals  2.202,396.0  1.928,803.0  -273.593.0 

FY  1991 

Budget  Year  2,128,100.0  2,238,800.0  110,700.0 

Operating  Year  1,897,400.0  2,175,600.0  278,200.0 

Actuals  1,795,164.0  2.220.231.0  425.067.0 

FY  1990 

Budget  Year  2,472.900.0  2.835.100.0  362.200.0 

Operating  Year  2.038.600.0  2.094.600.0  56.000.0 

Actuals  1.804,055.0  2,080.762.0  276.707.0 

FY  1989 

Budget  Year  2.727.900.0  2.975.100.0  247.200.0 

Operating  Year  2.476.046.0  2.770.000.0  293,954.0 

Actuals  2.023.965.0  2.063.866.0  39.901.0 

FY  1988 

Budget  Year  2,710.200.0  3.055.800.0  345,600.0 

Operating  Year  2.637.799.0  2.912.000.0  274.201.0 

Actuals  2.439.710.0  2.702.577.0  262.867.0 

FY  1987 

Budget  Year  2.700.985.0  2.919.100.0  218.115.0 

Operating  Year  2.353.205.0  2.770,500.0  417,295.0 

Actuals  2.432,137.0  2,464.449.0  32.312.0 
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FY  1986 

Budget  Year  3.260.900.0  3.917,900.0  657.000.0 

Operating  Year  2.547.952.0  2.872.800.0  324,848.0 

Actuals  2.503.614.0  2.650,417.0  146.803.0 

FY  1985 

Budget  Year  2.663,600.0  3.119,500.0  455,900.0 

Operating  Year  2.488.538.0  2.745,400.0  256.862.0 

Actuals  2.459.280.0  2.867.990.0  408,710.0 

FY  1984 

Budget  Year  2.382.900.0  2.755.900.0  373,000.0 

Operating  Year  2,435.200.0  2,766.100.0  330.900.0 

Actuals  2,180,280.0  2.668.397.0  488,117.0 

FY  1983 

Budget  Year  2.179.500.0  2.312.300.0  132,800.0 

Operating  Year  1.929.100.0  2.316.100.0  387,000.0 

Actuals  1,666.337.0  1,853,260.0  186.923.0 

FY  1982 

Budget  Year  659.400.0  1.026,000.0  366,600.0 

Operating  Year  1,481.500.0  J. 725, 700.0  244,200.0 

Actuals  1.287.933.0  1.321,555.0  33,622.0 

LEGISLATIVE  PROPOSAL 

Ouestion:   I  have  been  concerned  for  quite  some  time  about 
the  implications  surrounding  Bonneville's  pre-1974  appropriated 
debt  to  the  Federal  Government.   (I  recall  the  amount  of  this  old 
debt  is  about  $6.7  billion.)  Throughout  the  Reagan  and  Bush 
Administrations  the  Pacific  Northwest's  ratepayers  were  repeatedly 
attacked  by  various  proposals  to  accelerate  the  repayment  schedule 
and  increase  the  interest  rates  on  this  appropriated  debt. 
President  Clinton  also  made  a  similar  proposal  this  year  that  was 
not  included  in  the  FY  1994  Budget  Resolution.  Fortunately,  we 
were  able  to  dodge  the  bullet  one  more  time.  Over  a  year  ago.  I 
requested  that  Bonneville,  Its  customers,  and  other  interested 
parties  begin  working  on  a  legislative  proposal  that  would 
permanently  resolve  this  problem  by  getting  0MB  off  the  backs  of 
the  ratepayers  once  and  for  all.  Mr.  Administrator,  can  you  tell 
me  where  this  proposal  stands  at  this  point  in  time? 

Answer:  You  will  recall  that  in  response  to  your  idea 
Bonneville  and  its  customers  worked  closely  together  during  1991 
as  the  Alternative  Financing  Group  (AFG).  The  Group's  work 
culminated  in  a  report  to  you  in  January  1992.  in  which  one  of  the 
options  was  a  buy  out  of  Bonneville's  appropriated  debt  to  the 
Treasury.  You  then  asked  us  to  refine  and  advance  the  work  on 
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this  option.  Recently.  Bonneville  staff  completed  their  technical 
analyses  and  we  continue  to  see  an  appropriations  debt  buy  out  as 
a  potential  solution  to  the  perceived  appropriated  debt  problem. 
Bonneville  staff  have  also  held  discussions  with  staff  from  the 
0MB  and  Treasury,  as  well  as  with  a  limited  group  of  our  public 
power  customers  on  this  buy  out  concept. 

Question:  What  level  of  interest  is  there  from  your 
customers  to  work  on  and  support  a  long-term  solution  to  this 
problem? 

Answer:  Our  customers  advise  that  their  willingness  to 
advance  or  support  this  concept,  is  contingent  upon  certain 
principles  being  adhered  to.  including  and  most  importantly,  a 
neutral  rate  impact. 

BORROWING  AUTHORITY 

Question:  Your  written  statement  indicates  that  you  expect 
to  exhaust  your  $2.5  billion  in  Treasury  borrowing  authority  for 
transmission  and  fish  and  wildlife  in  FY  1996.  and  your 
$1.25  billion  in  borrowing  authority  for  conservation  in  FY  1999. 
I  want  to  emphasize  that  this  is  a  significant  problem  for  you  and 
the  region.  The  last  time  that  Congress  increased  your  Treasury 
borrowing  authority  ceiling  was  about  a  decade  ago  -  before  the 
exponential  growth  of  the  national  debt,  before  the  age  of  the 
Gramm-Rudman-Hol lings  law.  and  before  the  1990  Budget  Enforcement 
Act.  These  developments  may  have  altered  permanently  the 
Congress'  ability  to  expand  your  allotment  of  borrowing  authority 
in  the  manner  in  which  you  have  grown  accustomed.  Assuming  that 
your  projections  are  correct,  what  steps  are  you  taking  now  to 
deal  with  this  problem?  In  particular,  please  address  the  impact 
of  third-party  financing  and  accelerated  repayment  of  outstanding 
debt  to  extend  the  availability  of  this  borrowing  authority. 

Answer:  Bonneville  is  currently  undertaking  a  number  of 
initiatives  that  will  reduce  annual  borrowing  requirements  and 
extend  the  availability  of  the  agency's  borrowing  authority. 

First.  Bonneville  is  now  involved  in  a  process  to  reduce  its 
program  levels  through  FY  1995  in  order  to  bring  down  the  rate 
increase  that  will  be  necessary  in  October  of  this  year. 

Second,  we  have  begun  a  function-by-function  review  of  how 
we  get  things  done,  which  is  aimed  at  making  basic  changes  to 
increase  efficiency  and  even  eliminate  certain  work. 

Third.  Bonneville  is  reviewing  its  strategic  competitiveness 
by  examining  the  current  products  and  services  we  market  to  our 
utility  customers.  We  plan  to  develop  a  new  marketing  plan  with 
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an  intent  to  unbundle  some  of  our  services  in  an  effort  to  provide 
higher  valued  products  to  "specialty  niche"  markets,  if  our 
analysis  indicates  that  higher  incremental  net  revenues  would 
result.   In  conjunction  with  the  development  of  the  marketing  plan 
we  will  undertake  the  development  of  a  business  plan  to  provide 
direction  and  focus  to  our  efforts  at  improving  the  overall 
competitiveness  of  the  agency.  The  process  used  to  develop  the 
business  plan  will  also  explore  alternatives  to  the  current  way  in 
which  Bonneville  and  the  region  acquires  and  finances  new 
investments. 

Fourth,  Bonneville  is  pursuing  non-Federal  financing 
opportunities.   In  Bonneville's  10-Year  Financial  Plan,  released 
in  January  1993,  Bonneville  summarized  its  planned  capital  funding 
policy.  To  reduce  pressure  on  its  Treasury  borrowing,  Bonneville 
will  seek  to  increase  the  use  of  third-party  sources  of  capital  to 
the  greatest  extent  feasible,  with  priority  given  to  tax-exempt 
sources.   Opportunities  for  joint  and  multiparty  development  of 
transmission  and  energy  resource  investments  will  be  pursued  when 
they  are  mutually  beneficial. 

The  Public  Power  Council  has  considered  the  accelerated 
repayment  of  outstanding  appropriated  debt  at  a  discount,  but  this 
would  not  help  preserve  Bonneville's  existing  Treasury  borrowing 
limit,  because  the  latter  applies  to  Treasury  bonds  only. 

ACCESS  TO  PRIVATE  CAPITAL  MARKETS 

Question:  What  are  the  advantages  and  disadvantages  of 
giving  Bonneville  the  authority  to  enter  the  private  capital 
markets  to  raise  funds  for  new  projects? 

Answer:  There  could  be  several  major  advantages  for 
Bonneville.   First,  Bonneville's  capital  investment  planning  would 
be  enhanced  by  the  increased  certainty  that  would  result  from 
expanding  the  sources  of  capital  available  to  Bonneville.  Second, 
access  to  the  private  capital  markets  would  allow  Bonneville  to 
rely  less  on  the  Federal  Government,  as  Bonneville's  bond  debt 
would  be  secured  by  the  ratepayers  of  the  Pacific  Northwest,  and 
explicitly  not  backed  by  the  Federal  Government.  The  next 
advantage  has  both  benefits  and  costs,  depending  on  one's 
viewpoint,  as  allowing  Bonneville  direct  access  to  the  capital 
markets  would  result  in  increased  visibility  of  Bonneville's 
financial  condition.   In  order  to  keep  debt  expenses  low  it  would 
be  necessary  for  Bonneville  to  maintain  a  high  quality  credit 
rating  by  demonstrating  sound  financial  management  principles  and 
practices.   Independent  financial  credit  rating  agencies  and 
investment  bankers  would  be  regularly  reviewing  financial 
performance  against  plans,  and  this  information  would  be  readily 
available  to  the  general  public.  Finally,  the  range  of  strategic 
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debt  management  options  available  to  Bonneville  would  be 
significantly  increased  with  access  to  the  private  capital 
markets.  The  improved  ability  to  modify  debt  maturities  would 
enhance  the  debt  structure  of  Bonneville  and  could  result  in 
reduced  debt  service  costs.  Bonneville  would  also  have  the 
ability  to  issue  short-term  cash  management  notes,  providing 
increased  flexibility  in  managing  Bonneville's  working  capital. 

The  disadvantages  of  allowing  access  to  the  private  capital 
markets  fall  into  three  areas:  direct  cost,  indirect  costs,  and 
the  perceived  loss  of  regional  influence.   First,  the  direct 
transaction  costs  relating  to  issuing  and  marketing  debt  in  the 
private  capital  markets  would  be  more  expensive  than  issuing  debt 
to  the  Treasury.  However,  if  Bonneville  can  achieve  and  maintain 
a  high  quality  credit  rating,  the  total  cost  of  acquiring  new  debt 
in  the  private  capital  markets  could  be  closely  comparable  to  the 
total  cost  of  issuing  debt  to  the  Treasury.   Second,  there  are 
indirect  costs  that  relate  to  an  advantage  discussed  above: 
Bonneville's  ability  to  establish  and  maintain  a  high  quality 
credit  rating.  There  is  a  concern  that  local  and  national 
political  pressures  could  prevent  Bonneville  from  consistently 
exercising  the  prudent  financial  management  practices  necessary  to 
sustain  a  high  credit  rating.   Until  Bonneville  is  able  to 
establish  a  credible  financial  track  record  acceptable  to  the 
capital  markets,  the  financial  community  may  seek  to  establish 
some  restrictions  on  Bonneville's  financial  practices.   This  might 
include  such  measures  as  required  minimum  reserve  levels  and 
coverage  ratios.  While  financial  restrictions  might  allow 
Bonneville  to  obtain  a  high  credit  rating,  they  also  might  cause 
Bonneville  to  increase  customer  rates.  A  final  disadvantage  is 
the  regional  concern  that  Bonneville  may  be  less  answerable  to 
Northwest  parties  through  Congressional  oversight  such  as  is 
currently  required  for  Bonneville  to  access  its  Treasury 
borrowing. 

Question:  There  has  been  discussion  lately  regarding  the 
importance  of  Bonneville's  access  to  capital  over  the  long-term, 
and  how  that  access  will  shape  the  future  character  of  the  agency. 
Mr.  Hardy,  could  you  please  elaborate  on  this  and  explain  to  the 
subcommittee  some  of  the  nuances  of  this  issue? 

Answer:  Access  to  capital  was  at  the  foundation  of  the 
1974  Federal  Columbia  River  Transmission  System  Act.   In  order  for 
the  agency  to  function  as  a  reliable  utility  and  business  partner 
in  its  service  area.  Congress  acted  to  provide  a  more  stable  and 
accessible  funding  system  than  the  annual  appropriations  process 
could  be.  Bonneville  was  to  operate  as  a  self-sustaining 
financial  enterprise  with  Treasury  as  its  investment  banker.  Now, 
if  Treasury's  role  is  ci rcumscribed- -if  Congress  limits  it  to  the 
$3.75  billion  currently  authorized- -Bonnevi 1 le  will  have  no 
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assured  means  of  raising  capital  adequate  to  meet  its  utility 
obligations.  This  would  be  worse  than  any  situation  imagined  in 
1974  for  the  agency's  continued  reliance  on  appropriations.   It 
would  cast  a  pall  on  the  region's  energy  future.   Instead  of 
functioning  as  an  efficient  system  to  supply  electricity  for  the 
region's  economy.  Bonneville  would  hamper  the  regional  economy. 
The  region  could  not  afford  to  have  Bonneville  placed  in  such  a 
critical  position. 

Access  to  capital  need  not.  however,  imply  continued  access 
through  Treasury.  Bonneville's  bonds  could  be  sold  directly  to 
the  capital  markets.  This  could  change  Bonneville's  financial 
operating  environment  somewhat.  Currently,  and  in  the  past, 
customers  have  exerted  substantial  influence  through  customer 
asscciations  and  through  the  congressional  delegation  to  reduce 
proposed  rate  increases,  while  at  the  same  time  the  Northwest 
Power  Planning  Council  along  with  environmental  and  conservation 
constituencies  have  demanded  that  funding  levels  fc  many  programs 
be  increased.  These  political  influences  would  hav-^  to  be 
balanced  against  the  unseen  hand  of  the  financial  market  place, 
which  would  likely  cause  Bonneville  to  maintain  higher  levels  of 
finangial  discipline. 

Currently,  and  in  the  past,  Bonneville  has  provided  many 
services  and  public  goods  in  a  manner  that  was  appropriate  for  a 
government  agency.   In  the  future,  if  not  financed  or  backed  by 
the  Treasury,  Bonneville  would  have  to  give  greater  deference  to 
rating  agencies,  underwriters,  and  ultimately  bondholders  in 
assessing  operating  risks  and  financial  position,  and  in 
determining  how  much  erosion  or  risk  to  its  competitive  position 
vis-d-vis  other  potential  suppliers  it  could  afford   This  kind  of 
market  discipline  would  demand  that  Bonneville  demonstrate  an 
ability  to  understand  and  control  its  costs  in  a  manner  that  is 
quite  foreign  to  government,  in  order  to  ensure  that  rates  remain 
competitive  for  everyone  of  its  products  in  every  market  segment. 
That  is  what  assures  long-term  debt  repayment  capability.  The 
ability  to  control  costs,  to  bring  new  resources  on  line  at  the 
lowest  prices,  to  maintain  the  reliability  of  the  transmission 
system,  and  to  manage  environmental  responsibilities  within  a 
market-competitive  framework  will  require  a  new  approach,  new 
attitude,  and  new  behaviors.  They  are  exactly  what  the 
Administration  is  calling  for  in  the  "reinvention"  initiatives, 
and  Bonneville  is  already  moving  in  that  direction  through  its 
Competitiveness  Project.   I  will  provide  the  Committee  a 
description  of  that  Project  for  the  record.   (The  information 
fol lows: ) 
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LACK  OF  ACCESS  TO  CAPITAL 

Question:  How  will  your  future  operations  be  affected  by  a 
lack  of  access  to  capital  in  the  future? 

Answer:  Bonneville  operates  in  a  competitive  environment 
and  it  must  have  reliable,  cost-effective  sources  of  financing  to 
remain  competitive  over  the  long-term.  Bonneville  operates  and 
maintains  an  extensive  transmission  system  that  furnishes 
approximately  80  percent  of  the  high-voltage  transmission  capacity 
in  the  Northwest.   Failure  to  replace  and  upgrade  the  transmission 
system  may  cause  deteriorations  in  system  reliability  and  could 
curtail  Bonneville's  ability  to  meet  new  load  growth.  The  ability 
to  invest  in  new  and  replacement  transmission  equipment  and 
facilities  depends  upon  access  to  competitive  funding  sources. 
The  need  for  competitive  funding  sources  also  applies  to  the 
Corps'  and  Bureau's  ability  to  upgrade  and  maintain  the  region's 
Federal  generating  facilities.  Bonneville's  inability  to  access 
competitive  sources  of  capital  would  curtail  its  ability  to  direct 
fund  capital  improvement  at  Corps  and  Bureau  facilities  under  the 
new  authority  Congress  provided  in  the  1992  Energy  Policy  Act. 
Access  to  sufficient  levels  of  capital  at  competitive  rates  is 
critical  to  the  utility  industry  as  a  whole  due  to:  the  large 
investments  in  generation  and  transmission  systems,  the  long  life 
of  the  facilities,  and  the  long  periods  of  time  over  which  the 
funding  is  repaid.   Larger  regional  and  national  public  interests 
are  also  served  by  maintaining  Bonneville's  competitiveness. 

Bonneville  is  the  only  entity  in  a  position  to  ensure  that 
the  Federal  generation  and  transmission  investments  in  the 
Northwest  are  managed  so  as  to  leverage  greater  benefits  for  the 
entire  West  Coast  of  North  America. 

No  other  entity  is  in  a  position  to  ensure  that  sufficient 
investments  in  fish  and  wildlife  mitigation  are  undertaken  by  the 
electric  utility  interest  of  the  region  as  opposed  to  the 
taxpayers  of  the  nation.  Bonneville,  in  providing  funding  for  the 
mitigation  efforts  attributable  to  the  development  of  the  region's 
Federal  power  system,  provides  the  greatest  share  of  fish  and 
wildlife  funding  in  the  region. 

In  summary,  the  ability  to  provide  reliable  transmission 
services,  the  ability  to  meet  new  regional  load  growth  in  a  cost- 
effective  manner,  and  the  ability  to  make  the  most  prudent 
investments  in  environmental  enhancement  are  the  keys  to 
Bonneville's  long-term  competitiveness.  Bonneville  plays  a  vital  i 
role  in  the  economy  of  the  Northwest,  and  maintaining  access  to 
reliable,  cost-effective  sources  of  capital  is  essential  for 
Bonneville  to  fulfill  its  mission  to  the  region.  / 
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SALMON  RECOVERY  EFFORTS 

Question:  You  and  your  staff  have  been  deeply  involved  in 
salmon  recovery  efforts  during  the  last  few  weeks.  BPA  and  the 
other  involved  Federal  agencies  have  been  consulting  with  the 
national  Marine  Fisheries  Service  in  hopes  of  reaching  a  "no 
jeopardy"  opinion  for  1993  river  operations.   From  what  I  have 
been  able  to  gather,  NMFS  is  asking  for  more  river  flows  in  both 
the  Columbia  and  Snake  Rivers,  and  for  increased  flows  in  the 
summer  for  fall  Chinook.  Although  I  realize  that  these 
negotiations  have  not  been  concluded,  could  you  give  us  some  idea 
as  to  what  the  major  issues  are? 

Answer:  Bonneville  entered  consultations  with  National 
Marine  Fisheries  on  the  operation  of  the  Federal  .Columbia  River 
Power  System  as  required  by  Section  7  of  the  Endangered  Species 
Act.  Bonneville,  the  Corps  of  Engineers,  and  the  Bureau  of 
Reclamation,  consistent  with  the  Northwest  Power  Planning 
Council's  amended  Fish  and  Wildlife  Program,  proposed  a  set  of 
measures  to  enhance  flows  that  are  based  on  storing  specific 
volumes  of  water  to  be  used  for  augmentation.  During  the  course 
of  the  consultation  it  became  apparent  that  National  Marine 
Fisheries  wished  to  pursue  the  establishment  of  flow  objectives. 
Several  issues  exist  related  to  the  need  for  flow  objectives, 
especially  if  flow  objectives  are  viewed  as  fixed  requirements. 

The  first  and  most  fundamental  issue  raised  is  whether  fixed 
flows  are  needed  to  avoid  jeopardy.  This  is  an  issue  of 
considerable  debate  and  significant  controversy  among  scientists. 
However,  the  analysis  in  our  biological  assessment  indicates  that 
the  proposed  volume  of  water,  in  combination  with  other  proposed 
measures,  is  sufficient  to  avoid  jeopardy. 

With  reference  to  summer  flows,  the  issue  takes  on  added 
dimensions.  We  believe  that  the  relationship  between  increased 
flows  and  improved  survival  of  the  fall  Chinook  juveniles  is  more 
tenuous  than  it  is  for  the  spring/summer  juveniles.  Given  the 
hydro  system's  capabilities,  providing  flows  for  summer  migrating 
juveniles  may  come  at  the  expense  of  the  spring  migrants.  Also, 
some  scientists  suggest  that  water  available  for  management  in 
summer  would  be  better  used  to  moderate  temperature  and  other 
problems  that  returning  adults  sometimes  face. 

We  understand  that  the  issue  of  how  to  best  manage  the 
available  system  storage,  that  is  to  provide  fixed  volumes  of 
water  or  to  manage  for  fixed  flows,  will  be  addressed  by  the 
Recovery  Team's  plan. 

Question:  Also,  once  the  negotiations  have  been  completed, 
please  forward  to  the  subcommittee  your  analysis  of  the  financial 
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impact  on  Bonneville's  ratepayers  that  the  biological  opinion  will 
have  on  Hydro  system  operations. 

Answer:  The  salmon  protection  measures  are  expected  to  cost 
at  least  $100  million  per  year  through  decreased  revenues  and 
increased  operating  expenses.  As  a  result  of  the  1993 
consultation,  we  modified  our  actions  to  include  measures  that 
focused  on  summer  flows.  These  additional  actions  are  likely  to 
have  a  negative  financial  impact  of  between  $10  million  and 
$15  million  this  operating  year.  Bonneville  may  have  an 
obligation  to  reinitiate  consultation  with  the  National  Marine 
Fisheries  Service  if  water  conditions  worsen  from  current 
projections.  Under  more  adverse  water  conditions,  the  impact 
could  be  as  much  as  an  additional  $20  million. 

POWER  PLANNING  COUNCIL'S  FLOW  PROPOSALS 

Question:  The  spring  juvenile  migration  has  already 
started,  but  the  NMFS  biological  opinion  has  not  been  completed.  ■ 
In  the  absence  of  a  biological  opinion  on  1993  river  operations, 
what  steps  are  being  taken  now  to  assist  the  juvenile  migration? 

Are  the  Power  Planning  Council's  flow  proposals  being 
adhered  to  during  this  "limbo"  period? 

Answer:  Bonneville,  in  cooperation  with  the  Corps  of 
Engineers  and  the  Bureau  of  Reclamation,  have  been  involved  in 
consultation  procedures  of  Section  7  of  the  Endangered  Species  Act 
with  the  National  Marine  Fisheries  Service  (NMFS)  since  early  in 
the  fall  of  1992.  We  developed  a  biological  assessment  of  the 
proposed  1993  Federal  Columbia  River  System  operations  which 
incorporated  flow  volumes  identical  to  those  proposed  by  the 
Northwest  Power  Planning  Council.   The  1993  juvenile  migration 
season  began  about  mid-April  1993.  and  with  concurrence  of  NMFS. 
the  action  agencies  incorporated  the  proposed  operations  and 
measures  identified  in  the  Biological  Assessment  until  May  1. 
After  May  1,  we  incorporated  flow  volumes  and  other  measures 
specified  by  the  Draft  NMFS  Biological  Opinion  which  we  received 
in  the  interim  and  which  we  are  continuing  to  implement  to  date. 

Question:  One  provision  included  in  the  Council's  salmon 
strategy  was  for  BPA  to  buy  out  the  gillnetter's  licenses  on  the 
lower  Columbia  River.   I  understand  that  this  was  not  possible  to 
achieve.  Please  explain  what  went  wrong. 

Answer:   In  1992.  Bonneville  negotiated  with  lower  Columbia 
River  gillnetters  to  implement  a  Zone  1  through  5  Harvest  Lease- 
Back  Demonstration  Project  that  would  have  Bonneville  pay  non- 
Treaty  fishers  to  forego  harvest  of  their  allocation  of  fall 
salmon  to  improve  escapement  of  depressed  upriver  salmon  runs. 
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particularly  the  threatened  Snake  River  fall  Chinook.  As  part  of 
this  project.  Bonneville  agreed  to  purchase  up  to  50  of  the  874 
gillnet  licenses  to  test  the  market  and  fisher  interest  for  a 
future  license  buy  out  program. 

A  key  requirement  of  the  one-year  demonstration  project  was 
achieving  a  "pass  through"  agreement  with  Columbia  River  Treaty 
tribes  to  allow  passage  of  leased  fish  through  their  Treaty 
fishery  in  Zone  6.  Bonneville  was  not  able  to  achieve  such 
agreement  in  1992,  or  again  in  1993.  Without  such  agreement,  the 
salmon  escapement  benefits  for  the  $4  to  $6  million  project  would 
not  be  achieved.  Bonneville  has  referred  the  project  back  to  the 
Northwest  Power  Planning  Council  for  further  regional  discussion 
to  remedy  outstanding  policy  concerns  of  the  tribes. 

Bonneville  has  deferred  further  efforts  to  permanently  buy 
out  non-Treaty  gillnet  licenses  pending  completion  of 
complementary  research  on  development  of  terminal  fisheries  in  the 
lower  river.   Bonneville  is  working  with  the  gillnet  industry  and 
fishery  managers  to  ascertain  the  potential  for  terminal,  known- 
stock  fisheries  which  could  allow  harvest  of  strong  hatchery 
stocks  while  minimizing  harvest  impacts  on  depressed  upriver 
salmon  runs.   Bonneville  believes  this  research  is  necessary  to 
determine  the  number  of  licensed  fishers  that  could  be 
accommodated  in  terminal  fisheries  and  any  mainstem  fishery  before 
embarking  on  license  buy  out.   Past  license  and  gear  reduction 
programs  have  been  largely  unsuccessful  in  balancing  fleet  size 
with  harvestable  surplus  because  they  lacked  such  a  meaningful 
target. 

MEGAWATT  SHORTFALL 

Question:   In  your  written  statement  you  mentioned  that  the 
demand  for  electricity  in  the  region  currently  exceeds  the  supply 
by  about  400  average  megawatts,  and  that  you  have  an  aggressive 
resource  acquisition  plan  in  place  -  consisting  of  both 
conservation  and  new  generating  resources.  How  does  your 
deteriorating  financial  situation  affect  your  ability  to  acquire 
the  necessary  number  of  new  megawatts  (throughout  conservation  and 
new  generation)? 

Answer:  We  are  meeting  the  current  400  average  megawatt 
shortfall  primarily  through  short-term  power  purchases.  Those 
costs  are  included  in  the  Power  Marketing  Program  budget.  Only 
small  generating  projects  will  be  coming  on  line  in  fiscal  years 
1994  and  1995.  Shortfalls  will  continue  to  be  met  through  short- 
term  power  purchases. 

In  conservation.  Bonneville  can  be  more  efficient  and 
effective.  We  have  reduced  support  aspects  of  the  program  since 
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our  program  operators,  the  utilities,  believe  they  can  be 
successful  without  this  support.   We  are  working  with  our  utility 
customers  to  incorporate  program  efficiencies  that  will  allow  us 
to  get  the  same  level  of  savings  at  a  reduced  level  of  financial 
support.  We  are  currently  evaluating  the  impacts  of  up  to  a 
25  percent  reduction  in  program  funding. 

Question:  Are  your  resource  acquisition  targets  still  the 
same  as  last  year? 

Answer:  Resource  acquisition  targets  are  still  the  same  as 
those  contained  in  Bonneville's  1992  Resource  Program. 

Question:   I  was  very  pleased  last  year  with  your  decision 
to  engage  in  a  solicitation  for  wind  resources  in  the  region. 
What  is  the  status  of  your  wind  program,  and  will  it  be  adversely 
affected  by  your  financial  problems? 

Answer:  The  program  to  develop  wind  resources  in  the  region 
is  proceeding  on  schedule.  We  are  negotiating  with  the  sponsors 
of  two  proposed  wind  demonstration  projects.  Negotiations  on 
these  two  projects  are  scheduled  to  be  completed  during 
August  1993.  Construction  will  begin  during  the  summer  of  1995, 
contingent  upon  a  successful  environmental  review.   Projects  are 
scheduled  to  be  on-line  by  July  1996.   If  these  two  projects  are 
successfully  developed,  we  will  achieve  our  goal  of  developing 
50  megawatts  of  wind  capacity.  This  goal  was  established  through 
a  regional  process  conducted  as  part  of  Resource  Supply  Expansion 
Program.  This  process  included  participation  by  regional 
utilities,  environmental  interests,  the  Department  of  Energy, 
state  representatives,  developers,  and  the  Pacific  Northwest  Power 
Planning  Council.  The  goal  is  consistent  with  Objective  //3  of  the 
1991  Northwest  Conservation  and  Electric  Power  Plan  Action  Plan. 
This  program  has  not  been  impacted  by  our  financial  problems  since 
acquisition  does  not  occur  until  1996. 

REMAINING  COMPETITIVE 

Question:  At  this  moment  in  time  there  is  serious  concern 
by  Bonneville's  customers  that  BPA's  services  cannot  remain 
competitive  over  the  long-term.  During  one  of  our  recent 
conversations,  you  articulated  your  vision  of  what  type  of 
organization  Bonneville  must  become  in  order  to  flourish  in  the 
new  electric  utility  environment  in  which  you  now  find  yourself. 
Please  provide  us  with  your  analysis  of  how  the  electric  power 
industry  in  the  Pacific  Northwest  has  changed  over  the  past  few 
years,  and  how  you  propose  to  institute  the  necessary  changes  in 
Bonneville's  operations  to  adapt  to  this  new  environment. 
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Answer:  The  deregulation  that  swept  the  telephone  and 
airline  industries  has  already  touched  the  energy  industry  in  the 
arenas  of  power  generation,  natural  gas  purchasing,  and 
transportation.  Now.  with  a  new  National  Energy  Strategy, 
deregulation  is  reaching  into  electric  power  transmission.   The 
result  is  increased  competition  and--for  those  prepared  to  meet 
the  challenge  —  increased  opportunities. 

The  world  map  has  changed  at  a  breathtaking  pace  in  the 
1990s.  That  change  reverberates  into  the  Pacific  Northwest.  The 
Northwest,  insulated  just  a  generation  ago.  is  now  firmly  part  of 
a  global  market.  The  Northwest's  ability  to  compete  on  the  global 
level  will  shape  the  region's  economy  and  may  well  dictate  the 
survival  of  important  Northwest  industries. 

At  the  same  time,  the  region  is  changing.  This  change  has 
come  in  the  form  of  the  pressing  need  for  more  and  different  types 
of  energy  resources,  the  emergence  of  independent  power  providers 
as  new  players,  greater  demand  on  the  hydropower  system  with 
decreasing  flexibility,  and  increased  efforts  to  save  wild  fish 
runs. 

Nothing  argues  more  for  a  new  Bonneville  than  looking  at  the 
consequences  of  a  failure  to  change.  Bonneville  no  longer  is 
assured  of  being  the  low-cost  provider  of. energy  services  and 
products.   We  are  just  one  entity  in  a  highly  competitive 
marketplace.   Bonneville's  rates,  which  reflect  the  impacts  of 
recent  bad  water  years  and  potential  future  costs,  are  nearing  the 
point  where  other  suppliers  may  be  able  to  offer  Bonneville 
customers  a  better  deal  . 

If  customers  see  no  advantage  to  buying  Bonneville  power 
because  of  the  high  costs  or  hassles  of  doing  business  with 
Bonneville,  they  will  turn  away  from  us.   And  Bonneville  has  risks 
and  costs  the  competition  may  not  have--fish  and  wildlife 
obligations,  nuclear  decommissioning,  and  federal  debt  repayment, 
to  name  a  few.  We  can  expect  other  utilities  to  position 
themselves  to  pick  up  Bonneville  high  value  customers. 

Bonneville  must  take  steps  to  reforge  its  competitive  edge. 
The  agency  is  embarking  on  a  major  new  initiative  to  better  meet 
the  challenges  of  today  and  the  future.  Bonneville  is  not  aiming 
to  become  a  business,  but  instead  to  apply  sound  business 
principles  to  good  government.  We  will  continue  to  honor  our 
government  obligations  as  a  Federal  agency,  but  we  also  recognize 
that  we  have  unique  responsibilities  within  the  Pacific  Northwest. 
We  deliver  products  and  operate  in  a  competitive  marketplace. 
There  are  valuable  qualities  in  both  government  and  business,  and 
we  seek  to  assume  the  strongest  attributes  of  each. 
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The  decision  to  renew  our  agency  is  driven  by  a  number  of 
changes,  including  both  government  and  market  imperatives. 
Clearly,  Bonneville  is  in  the  most  dynamic  environment  of  its 
entire  history.  There  is  no  such  thing  as  business  as  usual, 
because  there  is  no  more  "as  usual." 

Change  will  be  defined  by  a  new  business  concept. 
Bonneville  will  renew  itself  through  three  approaches.  First,  it 
will  look  for  greater  efficiencies  in  existing  processes,  products 
and  services.  Second,  it  will  look  for  added  value  from  new 
products  and  services.  And  third,  given  the  new  mix,  Bonneville 
will  take  a  hard  look  at  what  needs  to  be  cut  out. 

Rather  than  one-size-f its-al 1  service.  Bonneville  will  move 
to  "unbundle"  its  services  so  that  it  can  offer  greater  variety 
and  more  customized  power  and  transmission  services  to  better 
match  customers*  needs  and  the  markets  they  serve.  Bonneville 
will  examine  and  consider  multiple  rates  for  multiple  products. 
Everything  is  on  the  table  as  products  and  services  are 
"unbundled."  Possibilities  include  different  types  of 
transmission  for  different  voltages,  load  shaping,  storage,  and 
transmission  and  integration  services.  Mix-and-match  rates  may 
reflect  timing  and  size  of  loads. 

In  some  areas,  Bonneville  already  has  begun  changes  that 
integrate  naturally  into  the  new  business  concept.  These  include 
the  internal  function-by-function  review  to  identify  greater 
efficiencies:  continuation  of  Leadership  EDGE  and  our  quality 
improvement  initiative:  development  of  a  new  long-range  financial 
plan:  and  new  additions  to  existing  long-range  plans  for  energy 
resources,  transmission,  and  operations,  maintenance  and 
replacement.  To  fully  realize  its  business  concept,  Bonneville 
also  anticipates  developing  and  integrating  long-range  plans  for 
marketing,  fish  and  wildlife,  and  the  environment. 

Bonneville  will  strive  to  be  more  market-driven,  customer- 
focused,  cost-conscious  and  results-oriented.  Throughout  its 
history,  Bonneville's  strength  has  been  its  ability  to  anticipate 
change  and  get  out  in  front  of  it.   It  is  a  strength  that 
Bonneville  must  call  on  again.  We  believe  Bonneville's 
competitive  initiative  is  the  highest  priority  for  this  decade. 

FINANCIAL  RESERVES 

Question:  One  important  aspect  of  your  new  10-Year 
Financial  Plan  is  identifying  the  optimum  level  of  reserves  to 
ensure  that  you  are  able  to  meet  your  Treasury  repayment 
obligations  at  the  end  of  the  fiscal  year.  Please  provide  an 
explanation  of  the  level  of  reserves  the  new  plan  recommends  for 
Bonneville  over  the  next  decade.  What  is  your  current  level  of 
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reserves,  and  what  do  you  project  your  reserve  level  to  be  at  the 
end  of  the  current  fiscal  year  (after  you  have  made  your  Treasury 
payment)? 

Answer:  Bonneville's  10-Year  Financial  Plan,  issued  in 
January  1993,  identified  a  target  level  of  $535  million  in 
financial  reserves  over  the  long-term,  taking  into  account  the 
expected  levels  of  normal  operating  risk,  and  the  ability  to  rely 
on  an  Interim  Rate  Adjustment  (IRA)  mechanism  to  provide 
additional  risk  mitigation  coverage  on  a  contingent  basis. 

Bonneville's  balance  of  financial  reserves  was 
$703.4  million  as  of  April  30,  1993,  the  most  recent  date  for 
which  information  is  available.   The  balance  of  financial  reserves 
increases  during  the  fiscal  year  and  is  highest  in  September  just 
prior  to  making  the  Treasury  payment.  Therefore,  the  amount  of 
financial  reserves  on  hand  at  the  present  time  may  not  be 
indicative  of  Bonneville's  ability  or  inability  to  make  the 
scheduled  Treasury  payment. 

As  of  February  28,  1993.  the  date  of  Bonneville's  FY  1993 
Second  Quarter  Review  and  proposed  as  part  of  Bonneville's  1993 
rate  case,  Bonneville  projected  a  financial  reserve  balance  of 
$90  million  after  making  the  scheduled  Treasury  payments  at  the 
end  of  FY  1993.  A  more  recent  projection' of  the  end  of  year 
balance  of  financial  reserves  has  not  been  made. 

TROJAN  NUCLEAR  PLANT 

Question:   It  is  my  understanding  that  BPA  owns  30  percent 
of  the  Trojan  Nuclear  Plant.  What  effect  did  the  closing  of 
Trojan  have  on  the  Pacific  Northwest's  energy  situation  during  the 
last  year? 

Answer:  The  Pacific  Northwest  relied  on  the  705  average 
megawatts  provided  by  the  Trojan  Nuclear  Plant.  Bonneville's 
30  percent  share  of  the  output  was  215  average  megawatts.  The 
loss  of  Trojan  added  to  the  already  bad  regional  energy  situation 
caused  by  being  in  the  third  year  of  a  drought.  The  loss  of  firm 
energy  from  Trojan  significantly  increased  the  amount  of  power 
Bonneville  and  Portland  General  Electric  had  to  purchase  last 
winter  to  meet  their  firm  loads. 

Question:  How  will  BPA  replace  Trojan's  contribution  to  its 
power  system? 

Answer:   In  the  short-term.  Bonneville  will  replace  this  lost 
output  with  short-term  purchases  of  energy.  The  long-term  effects 
have  been  addressed  in  Bonneville's  1992  Resource  Program  which 
already  assumed  Trojan  would  be  phased  out  in  1996.   In  developing 
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its  resource  program,  Bonneville  defined  ranges  of  resource  need 
faced  with  both  demand  and  supply  uncertainties.  The  loss  of 
Trojan  in  1996  was  included  in  the  supply  uncertainty.   To  cover 
its  resource  needs.  Bonneville's  resource  proposal  includes  a 
commitment  to  acquire  all  cost-effective  conservation  and 
400  average  megawatts  of  additional  resources  above  its  current 
acquisition  activities.  The  additional  resources  will  consist  of 
exchanges,  customer  developed  resources,  and  other  cost-effective 
generation. 

Question:  How  will  Trojan's  closure  change  your  resource 
program? 

Answer:  The  closure  of  Trojan  will  not  change  Bonneville's 
resource  program.  The  resource  program  is  a  long-term  planning 
process  and  is  not  designed  to  address  the  increase  in  short-term 
(up  to  4  years)  resource  needs.  As  stated  in  the  response  to  the 
previous  question.  Bonneville's  1992  Resource  Program  already  took 
into  consideration  the  loss  of  Trojan  in  1996. 

Question:  How  much  of  Trojan's  decontamination  and 
decommissioning  costs  will  be  borne  by  the  region's  ratepayers? 

Answer:  Bonneville,  through  a  net  billing  agreement  with 
the  Eugene  Water  and  Electric  Board,  a  30  percent  owner  of  Trojan, 
is  responsible  for  30  percent  of  the  projects  decontamination  and 
decommissioning  costs.   Portland  General  Electric  Company  is 
preparing  and  plans  to  complete  a  Trojan  decommissioning  plan, 
including  detailed  costs  estimates,  by  the  end  of  1993. 

CANADIAN  TREATY 

Question:  The  Canadian  Treaty  will  expire  soon,  and  we  will 
be  required  to  begin  returning  energy  to  our  northern  neighbor  in 
1998.   Please  update  the  subcommittee  on  your  progress  in 
negotiating  with  the  Canadians,  and  please  identify  the  major 
areas  of  interest  and/or  controversy. 

Answer:  Senator,  you  may  be  thinking  of  what  is  known  as 
the  Canadian  Entitlement  arising  out  of  the  Columbia  River  Treaty, 
also  known  as  the  Canadian  Treaty.  The  Entitlement  is  set  to 
expire  soon.  The  Treaty  itself  will  continue  in  force  until  at 
least  2024  and  may  well  go  beyond  that  time  if  neither  country 
exercises  its  10-year  notice  of  termination  which  cannot  be 
exercised  prior  to  2014. 

In  1964.  the  United  States  and  Canada  ratified  the  Columbia 
River  Treaty  which  allowed  the  development  of  15.5  million  acre 
feet  (MAP)  of  water  storage  in  three  projects  in  Canada  and  the 
construction  in  the  United  States  of  Libby  Dam  on  the  Kootenai 
River  which  backed  water  up  into  Canada.  This  Canadian  storage 


54 


enhanced  the  power  generation  at  downstream  power  projects  in  the 
United  States.  One-half  of  the  increase  in  generation  at 
downstream  United  States  projects  was  guaranteed  Canada  as  payment 
for  the  regulation  of  the  stream  flow.  This  power  which  belongs 
to  Canada  is  referred  to  as  the  Canadian  Entitlement  under  the 
Treaty  and  consists  of  both  energy  and  capacity. 

In  1964.  Canada  sold  its  Entitlement  benefits  to  U.S. 
parties  for  a  term  of  30  years,  commencing  with  the  respective 
completion  dates  of  the  three  Treaty  Projects.  Thus,  beginning  in 
1998,  the  Entitlement  sale  begins  to  expire  and  is  fully 
terminated  in  2003.  The  U.S.  will  begin  the  delivery  of  the 
Canadian  power  in  1998  as  specified  in  the  Treaty  unless  better 
alternatives  to  meeting  that  obligation  can  be  developed  and 
agreed  upon. 

The  Canadian  and  U.S.  Entities  under  the  Treaty  have  begun  a 
collaboration  process  to  examine  different  alternatives  to  meeting 
the  Canadian  Entitlement  power  obligation.  These  alternatives 
include  the  potential  for  different  points  of  delivery  of  the 
power;  building  resources  in  British  Columbia  and  meeting  the 
power  obligation  in  whole  or  in  part  from  those  resources;  the 
potential  of  U.S.  parties  purchasing  down  some  portion  of  the  U.S. 
obligation;  or  any  combination  of  the  aforementioned  alternatives. 

The  U.S.  State  Department  has  been  informed  of  this 
collaborative  process.   In  the  event  that  it  results  in  a 
negotiation  process  for  another  sale  of  all  or  part  of  the 
Canadian  Entitlement,  the  State  Department  will  be  directly 
invol ved. 

The  U.S.  Entity  team  and  the  Canadian  Entity  team  are  now 
meeting  on  a  regular  basis  to  try  to  define  alternatives  of 
satisfying  the  Canadian  Entitlement  obligation  that  will  be  most 
beneficial  to  both  countries.  This  process  is  expected  to  be 
completed  near  the  end  of  1993.  Presently,  the  discussions  are 
following  a  normal  course  and  we  have  expectations  that  they  will 
continue  to  a  conclusion  that  will  be  of  substantial  benefit  to 
both  countries. 

PROPOSED  CAPITAL  PROGRAMS 

Question:  Please  describe  your  proposed  capital  programs, 
by  category,  for  FY  1994,  including  any  major  projects  and 
acquisitions. 

Answer:  Bonneville's  capital  budget  for  FY  1994  called  for 
obligations  of  $434.4  million  in  five  program  areas  when  it  was 
submitted  to  Congress  in  March.  The  areas  are  Conservation, 
Transmission  System  Development.  System  Replacements.  Fish  & 
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Wildlife,  and  Capital  Equipment.  Since  the  time  the  submission 
was  prepared,  Bonneville  has  had  to  return  to  the  drawing  board  in 
order  to  respond  to  the  tremendous  rate  pressure  wrought  by 
another  winter  of  drought  in  the  upper  Columbia  Basin.  We  will 
soon  be  submitting  revisions  to  the  numbers  I  will  now  describe. 

The  Capital  Conservation  program  ($149.7  million)  supports 
the  acquisition  of  conservation  as  the  region's  highest  priority 
resource  in  planning  to  meet  the  Administrator's  load-serving 
obligations.  The  program  supports  residential,  commercial, 
industrial,  agricultural,  and  multi-sector  conservation  efforts. 
The  increase  in  FY  1994  over  prior  year's  levels  reflects  the  fact 
that  Bonneville  has  reached  resource  balance  and  plans  to  meet  its 
most  lilcely  load  growth  with  energy  conservation.  The  inclusion 
of  multi -sector  efforts  is  the  result  of  a  shift  away  from  a  total 
reliance  on  Bonneville  designed  programs  to  a  mix  of  Bonneville 
and  utility  designed  conservation  efforts.  The  capital 
conservation  program  plans  to  acquire  37.7  average  megawatts  in 
FY  1994. 

The  Transmission  System  Development  capital  program 
($146.3  million)  provides  for  planning,  design,  and  construction 
of  transmission  line,  substation  and  control  system  additions  and 
enhancements  for  the  transmission  system  of  the  Federal  Columbia 
River  Power  System  of  the  Pacific  Northwest.  The  major  focus  in 
FY  1994  is  to  provide  facilities  required  to  satisfy  system 
reliability  in  light  of  incremental  load  growth  in  a  number  of 
locations,  including  the  Puget  Sound  (Seattle)  area  and  Northwest 
Montana/Northern  Idaho.   FY  1994  will  see  the  start  of 
construction  of  the  Munro  Control  Center  in  Spokane,  Washington, 
as  well  as  the  energization  of  the  last  800  megawatts  of  the  Third 
AC  Intertie  to  Southern  California.  The  FY  1994  transmission 
system  development  program  is  significantly  lower  than  in  previous 
years  due  to  the  completion  of  much  of  the  large  construction 
activity,  including  the  first  phase  of  the  Third  AC  Intertie. 

The  Transmission  System  Replacements  program  ($87.4  million) 
provides  for  planning,  design,  materials,  and  construction  work  to 
replace  transmission  line,  substation,  system  protection,  control 
system,  tools  and  equipment,  and  general  facilities  for  the 
transmission  system.  The  main  objective  is  to  improve  system 
reliability  and  reduce  catastrophic  failures  through  replacing 
obsolete  and  maintenance  intensive  facilities  and  equipment, 
improving  diagnostic  testing  to  detect  possible  failures, 
accelerating  PCB-contaminated  capacitor  replacement,  and  improving 
control  and  communications  equipment. 

The  Fish  &  Wildlife  Capital  program  ($34.9  million)  provides 
for  resource  protection,  enhancement,  and  loss  mitigation  of 
Columbia  River  Basin  fish  and  wildlife  affected  by  the  development 
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and  operation  of  the  Northwest  hydroelectric  system.  Major 
projects  either  beginning  or  continuing  construction  include  the 
Yakima,  Umatilla.  Nez  Perce.  Northeast  Oregon,  and  Hungry  Horse 
fish  hatcheries,  the  Yakima  Screens  facilities  Phase  II,  the 
Dryden  Dam  fish  screens,  and  the  Bonneville  Dam  Fish  Sampling 
Facility.  Funding  is  also  included  for  wildlife  trust  agreements 
established  with  states  in  the  region.  These  agreements  are 
designed  to  remedy  the  hydropower  portion  of  the  damage  to  areas 
adjacent  to  the  rivers  when  hydroelectric  facilities  were 
constructed. 

The  Capital  Equipment  program  ($16.0  million)  provides  for 
the  acquisition  of  general  and  dedicated  special  purpose  Automated 
Data  Processing  (ADP)  equipment,  development  of  capitalized  ADP 
software,  and  acquisition  of  special-use  furniture  and  equipment 
that  support  all  Bonneville  programs.  Major  ADP  projects  include 
the  implementation  of  agency-wide  local  area  networks  and  wide 
area  networks. 

Bonneville's  current  reassessment  of  its  program  levels  in 
light  of  its  anticipated  need  for  a  larger  rate  increase  than 
originally  announced  for  the  FY  1994-1995  rate  period  will  likely 
result  in  reduced  capital  program  levels  for  the  period.   It  may, 
however,  also  cause  an  increase  in  capital  requirements  in  FY  1996 
and  beyond. 

Question:  At  this  point  in  time,  do  you  plan  to  revenue 
finance  any  portion  of  your  capital  programs?  If  not,  why  not. 

Answer:  During  the  development  of  Bonneville's  10-Year 
Financial  Plan,  Bonneville  and  its  customers  examined  alternative 
sources  of  funding  the  projected  Federal  Columbia  River  Power 
System  (FCRPS)  capital  investments.  Bonneville  developed  a 
capital  funding  plan  that  continues  the  traditional  reliance  on 
debt  financing  due  to  the  fact  that  debt  financing  continues  to  be 
a  very  cost-effective  means  to  fund  new  FCRPS  capital  investments. 
Bonneville  intends  to  develop  increased  opportunities  for  third- 
party  financing  to  the  extent  feasible  to  reduce  Bonneville's 
reliance  on  Treasury  borrowing.  Opportunities  for  joint  and 
multiparty  development  of  transmission  and  energy  resource 
investments  will  be  pursued  when  they  are  mutually  beneficial. 

THIRD  AC  INTERTIE 

Question:  Your  projected  FY  1994  revenues  include  the 
anticipated  payments  of  $156  million  from  the  non-federal 
participants  in  the  Third  AC  Intertie.  How  certain  is  this 
payment  for  FY  1994?  What  will  you  do  with  these  funds  when  you 
receive  them? 
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Answer:  Receiving  this  payment  depends  upon  several 
factors.  We  need  to  complete  the  Non-Federal  Participation 
Environmental  Impact  Statement  (NFP  EIS)  and  the  Record  of 
Decision  and  complete  contracts  with  the  interested  utilities  for 
the  full  725  megawatts  we  are  proposing  to  offer.  Also,  we  cannot 
receive  payment  until  FERC  grants  approval  of  our  rate  for  non- 
federal participation. 

Work  is  continuing  on  the  NFP  EIS  and  we  are  scheduled  to 
begin  contract  negotiations  in  June  1993.  According  to  our 
current  schedule,  we  hope  to  complete  contract  negotiations  in 
late  1993  after  completion  of  the  NFP  EIS.   In  February  1994,  we 
hope  to  receive  interim  approval  from  FERC  on  the  rate  for  non- 
Federal  participation  and  receive  the  $156  million  payment. 

As  noted  in  Bonneville's  FY  1994  Congressional  Budget 
submission,  receipts  from  non-Federal  capacity  owners  are 
projected  to  be  returned  to  Treasury  in  FY  1994  in  the  form  of  an 
unscheduled  amortization  payment. 

RESIDENTIAL  EXCHANGE  PROGRAM 

Question:  How  much  are  you  budgeting  in  FY  1994  for  the 
residential  exchange  program? 

Answer:  The  Residential  Exchange  Program  budget  for  FY  1994 
is  $1,222  million. 

Question:  What  will  be  the  net  cost  to  the  ratepayers  for 
this  program  in  FY  1994? 

Answer:  The  net  cost  to  the  ratepayers  is  estimated  to  be 
$166.6  million  for  FY  1994. 

Question:  Will  this  amount  change  as  a  result  of  the 
ongoing  rate  case?  If  so.  how? 

Answer:  Yes.  The  budgeted  amounts  are  based  on 
Bonneville's  initial  priority  firm  rate  increase  of  11.6  percent. 
The  net  cost  is  based  on  the  difference  between  each  utilities* 
average  system  cost  (ASC)  and  Bonneville's  Priority  Firm  (PF) 
rate.  As  the  PF  rate  increases,  the  difference  between  the  ASC 
and  PF  rate  gets  smaller,  and  the  net  cost  goes  down.  Therefore, 
the  net  cost  to  ratepayers  will  be  less  than  $166.6  million  if 
Bonneville's  final  rate  case  increase  is  greater  than 
11.6  percent. 
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ENERGY  CONSERVATION  PROGRAM 

Question:  Please  describe  your  proposed  energy  conservation 
program  for  FY  1994.  How  many  megawatts  do  you  expect  to  acquire 
in  FY  1994? 

Answer:  We  plan  on  continuing  to  offer  a  broad  range  of 
services  and  programs  in  FY  1994.  This  broad  range  is  described  in 
our  FY  1994  Budget  Submission.  However,  we  are  looking  for  ways 
to  make  the  programs  more  efficient  by  eliminating  questionable 
measures  and  support  services  that  are  not  adding  value  to  our 
conservation  efforts.  We  expect  to  acquire  52  average  megawatts  in 
FY  1994  from  our  overall  conservation  program;  37.7  average 
megawatts  of  this  will  be  from  the  capitol  portion  of  our  program. 

Question:  BPA's  conservation  program  has  been  criticized  as 
being  too  costly  and  inefficient.  What  changes  in  the  program  are 
being  considered  to  make  it  more  efficient  and  cost  effective? 

Answer:  Bonneville  is  undertaking  a  complete  review  of  its 
operations  for  both  the  near-term,  fiscal  years  1994  and  1995,  and 
long-term,  fiscal  years  1996  and  beyond.  Conservation 
acquisitions  are  part  of  that  review.  As  Bonneville  becomes  more 
competitive,  we  need  to  first  make  our  programs  more  efficient  in 
fiscal  years  1994  and  1995.  Then  we  need  to  consider  seriously 
changing  the  basic  program  delivery  concepts  for  the  future, 
fiscal  years  1996  and  beyond. 

Specifically,  programs  can  be  made  more  efficient  by 
lowering  incentives  to  better  reflect  the  cost  savings  to  building 
owners:  removing  high-cost  measures  with  questionable  savings  from 
programs;  reducing  administrative  costs  by  better  linking  support 
services  to  actual  needs;  and  targeting  buildings  or  end  uses 
having  high  potential  for  energy  savings. 

We  will  work  with  utilities.  Power  Planning  Council  staff 
and  others  to  explore  the  full  range  of  efficiencies  possible  for 
our  programs.  Decisions  will  be  made  based  on  our  perceptions  of 
our  ability  to  meet  megawatt  targets  and  to  staff  within  the 
budgets  coming  from  our  fiscal  years  1994  through  1995  rates 
process. 

Question:  Can  more  of  the  burden  be  shifted  to  the 
individual  utilities? 

Answer:  Yes.  The  issues  for  FY  1996  and  beyond  will  be 
addressed  in  our  energy  resources  lO-year  plan  due  to  be  published 
in  draft  in  early  FY  1994.  We  expect  issues  about  utility 
responsibility  for  conservation  development  to  be  covered  in  that 
document.   In  the  near-term,  Bonneville  and  utilities  are 
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completing  10-year  plans  for  the  development  of  all  cost-effective 
conservation  in  each  utility  service  territory.  These  plans  will 
provide  the  basis  for  regional  and  local  discussion  about  the  ways 
to  make  those  plans  successful.  Utilities  are  currently 
responsible  for  acquiring  conservation  in  all  sectors  (albeit  with 
Bonneville  funding  and  risk  taking)  and  are  evaluating  options  for 
increasing  the  efficiency  of  those  acquisitions  in  FYs  1994  and 
1995. 

IRRIGATION  DISCOUNT 

Question:  How  much  will  the  irrigation  discount  cost 
ratepayers  in  FY  1993? 

Answer:  Based  on  the  1991  Documentation  for  the  Wholesale 
Power  Rate  Development  Study  the  revenue  deficiency  caused  by  the 
irrigation  discount  is  estimated  to  be  $12,263,561  for  FY  1993. 
This  cost  is  borne  by  Bonneville  ratepayers. 

Question:   In  light  of  BPA's  current  financial  condition,  is 
the  irrigation  discount  being  reconsidered  in  your  current  rate 
case? 

Answer:  Senator,  this  issue  is  pending  in  the  current  rate 
proceeding,  which  is  a  formal,  on-the-record,  quasi -judicial 
hearing.  At  the  conclusion  of  the  hearing,  I  am  required  to 
determine  this  issue,  among  others,  based  on  the  evidence  in  the 
record.   I  have  yet  to  be  fully  briefed  on  the  parties'  positions 
relative  to  this  issue.  Cross-examination  of  all  testimony  in 
this  proceeding  will  be  complete  as  of  May  21,  then  two  rounds  of 
briefs  will  be  filed  and  2  days  of  oral  arguments  will  be 
scheduled  before  me.  As  I  am  precluded  by  law  from  determining 
issues  pending  in  the  rate  case  until  after  these  events  have 
passed,  I  must  inform  you  that  I  cannot  state  what  my  position  or 
decision  will  be  on  this  issue. 

Staff,  however,  states  that  the  irrigation  discount  is  a 
significant  component  of  the  overall  rate  level  faced  by  the 
irrigation  sector.  Therefore,  staff  believes  that  removal  of,  or 
phasing  out,  the  discount  in  this  rate  period,  compounded  with  the 
significant  rate  increase  proposed  by  Bonneville,  wound  result  in 
the  irrigation  sector  facing  a  disproportionately  higher  rate 
increase  than  other  end-use  consumers.   In  addition.  Staff 
believes  that  it  will  be  more  appropriate  for  Bonneville  to 
propose  changes  to,  or  reconsider,  the  irrigation  discount  after  a 
comprehensive  examination  of  possible  changes  to  Bonneville's  rate 
designs  is  conducted.  Staff  expects  this  comprehensive 
examination  to  occur  prior  to  the  next  general  rate  case. 
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Question:  How  much  do  you  project  the  irrigation  discount 
to  cost  in  FY  1994? 

Answer:  Senator,  this  issue  is  pending  in  the  current  rate 
proceeding,  which  is  a  formal,  on-the-record,  quasi -judi ci a1 
hearing.  At  the  conclusion  of  the  hearing,  I  am  required  to 
determine  this  issue,  among  others,  based  on  the  evidence  in  the 
record.   I  have  yet  to  be  fully  briefed  on  the  parties'  positions 
relative  to  this  issue.  Cross-examination  of  all  testimony  in 
this  proceeding  will  be  complete  as  of  May  21,  then  two  rounds  of 
briefs  will  be  filed  and  2  days  of  oral  arguments  will  be 
scheduled  before  me.  As  I  am  precluded  by  law  from  determining 
issues  pending  in  the  rate  case  until  after  these  events  have 
passed,  I  must  inform  you  that  I  cannot  state  what  my  position  or 
decision  will  be  on  this  issue. 

Staff,  however,  states  that  if  the  irrigation  discount  is 
continued  in  the  FY  1994-FY  1995  rate  period,  the  amount  of  the 
revenue  deficiency  attributed  to  the  discount  is  $27,018,000  based 
on  Bonneville's  1993  initial  proposal.   The  deficiency  may  change 
depending  on  Bonneville's  final  proposal.   This  deficiency  is 
borne  by  other  Bonneville  ratepayers. 

CONSULTING  SERVICES 

Question:   Bonneville  is  planning  to  spend  $13.6  million  in 
FY  1994  on  a  variety  of  consulting  services.   Please  provide  the 
subcommittee  with  a  detailed  explanation  of  how  these  funds  will 
be  spent,  including  the  types  of  services  and  the  names  of  the 
consultants  involved. 

Answer:  Bonneville  is  now  conducting  a  comprehensive 
function-by-function  review  of  its  operations.  This  review  will 
identify  efficiencies  that  can  be  achieved  and  redundancies  that 
can  be  eliminated  and  help  optimize  the  balance  of  Bonneville 
personnel  resources  between  Federal  employees  and  support  ser\ 


The  category  of  management  and  professional  support 
services  provides  contractual  support  in  utility  average  system 
cost  analysis  and  rate  making  involvement,  risk  management. 
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strategic  planning,  financial  analysis,  organization  development, 
and  public  involvement  and 

training  in  cultural  diversity  and  anti -harassment  for  most  all 
Bonneville's  programs. 

The  studies,  analysis  and  evaluation  category  shown  in  the 
budget  encompass  energy  conservation  evaluation,  analysis  of 
energy  resource  acquisition,  fish  and  wildlife  project  evaluations 
and  biological  surveys,  and  energy  decision  modeling  in  support  of 
Bonneville's  responsibilities  under  the  Pacific  Northwest  Power 
Act. 

The  engineering  and  technical  services  category  provides 
support  and  assistance  in  environmental  analysis  and  testing, 
engineering  design  and  analysis,  and  technical  representation  and 
engineering  consultation  for  Bonneville's  Transmission  System 
Development  and  Operations.  Maintenance  and  Replacements  Programs. 

FY  1993  TREASURY  PAYMENT 

Question:  What  will  be  the  amount  of  your  FY  1993  Treasury 
payment? 

Answer:   As  I  indicated  in  my  testimony,  Bonneville  is.  due 
to  a  variety  of  factors,  experiencing  unprecedented  financial 
difficulties.  We  are  taking  actions  to  ensure  that,  in  spite  of 
these  difficulties,  we  will  make  our  planned  FY  1993  Treasury 
payment  estimated  at  $749.1  million. 

Question:   How  much  of  that  is  principal,  interest,  and 
Corps  and  Bureau  reimbursements? 

Answer:  Of  the  estimated  amount  $749.1  million.  Bonneville 
plans  to  pay  the  Treasury.  $246.5  million  is  to  repay  principal  on 
bonds  issued  by  Bonneville  to  the  Treasury  and  to  repay  Corps  of 
Engineers  appropriations. 

$375.8  million  of  the  FY  1993  Treasury  payment  is  to  pay 
interest.  $212.6  million  of  which  is  interest  on  outstanding  bonds 
sold  to  the  Treasury  by  Bonneville  and  Bonneville  appropriations, 
while  the  remaining  $163.2  million  is  for  interest  on  outstanding 
Corps.  Bureau  and  Lower  Snake  River  Compensation  Plan 
appropriations. 

The  remaining  $126.8  million  of  Bonneville's  $749.1  million 
payment  is  to  reimburse  the  Treasury  for  operations  and 
maintenance  costs  attributed  to  power  at  the  Corps  and  Bureau 
facilities  of  the  Federal  Columbia  River  Power  System,  as  well  as 
operations  and  maintenance  incurred  by  the  U.S.  Fish  and  Wildlife 
Service  at  the  Lower  Snake  River  Compensation  Plan  facilities. 


68-615  0-93-3 
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POWER  PURCHASES 

Question:  What  is  your  latest  projection  on  how  much  power 
Bonneville  will  purchase  during  FY  1993? 

Answer:  For  the  FY  1993  Second  Quarter  Review.  Bonneville 
projected  it  will  spend  $263  million  on  power  purchases.  The 
$263  million  is  exclusive  of  any  FY  1993  Endangered  Species  Act 
related  expenditures  resulting  from  the  National  Marine  Fisheries 
Service  (NMFS)  Biological  Opinion.  We  are  currently  estimating 
that  power  purchases  for  FY  1993  will  be  between  $270  and 
$290  million.  These  additional  purchases  are  to  meet  our  expected 
July  obligations  outlined  in  the  draft  Biological  Opinion  we  have 
received  from  NMFS.  Also,  these  additional  purchases  are  due  in 
part  to  the  potential  reconsul tation  that  could  result  in 
additional  measures  being  imposed  by  NMFS  to  attain  the  flows. they 
believe  to  be  important. 

Question:  How  does  this  compare  with  the  amount  you 
expected  to  purchase  at  the  beginning  of  the  year? 

Answer:  At  the  start  of  the  fiscal  year,  the  FY  1992  Fourth 
Quarter  Review  estimated  FY  1993  power  purchase  at  $93  million. 
This  has  increased  to  $263  million  due  to  water  conditions  which 
are  77  percent  of  normal,  and  the  closure  of  Trojan.  As  stated 
previously,  this  could  increase  due  to  Endangered  Species  Act- 
related  measures. 

Question:  Please  provide  a  month-by-month  accounting  of  the 
power  you  have  purchased  so  far  during  the  current  fiscal  year. 

Answer:   (The  information  follows:) 

Power  PurchaseS"FY  1993 


Committed 

Committed 

Purchases 

Purchases 

Average  Price 

Month 

(Megawatt-Month) 

(S  minions) 

($/MWh) 

October 

537 

$8.9 

$22.3 

November 

527 

$8.5 

$22.4 

December 

1.252 

$24.4 

$26.2 

January 

2.780 

$65.1 

$31  5 

February 

1.973 

$38.4 

$29.0 

March 

1,929 

$39.9 

$27.8 

April 

891 

$16.7 

$26.0 

Hay 

0 

$0.0 

NM 

June 

245 

$4.0 

$22.5 

July 

245 

$4.1 

$22.5 

August 

245 

$4.1 

$22.5 

September 

296 

$4.9 

$23.0 

AVERAGE  MEGAWATTS  910 

TOTAL    $219.00 

AVERAGE  1/  $27.47 
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NM  Not  Meaningful . 

1/  Average-Committed  Purchasesdl  )/(Commnted  Purchases(aMW)xHours  1n  a 
Year) 

Table  does  not  Include  $9  million  for  storage  and  Service  and  Exchange 
Agreements . 

Question:  According  to  your  budget  submission,  you  are 
projecting  to  spend  $73.9  million  for  power  purchases  during 
FY  1994.   How  firm  is  this  projections? 

Answer:  The  initial  Rate  Case  power  purchase  projection  for 
FY  1994  was  estimated  at  $73.9  million.  This  number  has  since 
been  revised  to  $126.4  million  to  reflect  changes  in  conditions 
caused  in  part  by  the  continuing  poor  water  conditions  and  the 
closure  of  Trojan.  We  are  currently  assessing  the  impacts  of 
Endangered  Species  Act-related  measures  for  FY  1994.  We  do  not 
yet  have  a  complete  picture  of  the  potential  costs. 

NON-FIRM  ENERGY  SALES 

Question:   In  normal  water  years,  Bonneville  is  able  to  make 
money  by  selling  large  blocks  of  non-firm  energy.  How  much  non- 
firm  energy  do  you  project  will  be  sold  during  the  current  fiscal 
year? 

Answer:  Our  Second  Quarter  Review  for  FY  1993  estimated 
non-firm  revenues  of  $51  million.   Our  volume  runoff  forecast  has 
increased  since  then  resulting  in  potential  increases  in  non-firm 
sales.  These  estimates  are  currently  being  updated. 

Question:  Why  has  this  not  been  a  good  year  for  excess 
power  sales? 

Answer:  The  current  forecast  for  runoff  for  the  Columbia 
River  basin  at  The  Dalles  Dam  is  estimated  at  81.8  million  acre 
feet  (MAF)  (77  percent  of  normal).   In  comparison,  for  an  average 
year  Bonneville  can  expect  106  MAF  at  The  Dalles.   In  addition, 
FY  1993's  runoff  has  occurred  with  a  peak  in  May  causing  increased 
spill  and  a  lower  price  for  non-firm  sales. 

Question:  What  do  you  expect  your  FY  1994  non-firm  energy 
sales  to  be? 

Answer:   In  our  Initial  Proposal  for  the  1993  Wholesale 
Power  Rate  Case.  FY  1994  non-firm  energy  sales  were  forecast  to  be 
1.294  average  megawatts,  or  11,331  gigawatt  hours.  This  number  is 
currently  in  the  process  of  revision  for  the  final  rate  proposal, 
to  be  filed  with  FERC  in  August. 
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POWER  PLANNING  COUNCIL 

Question:   Bonneville  funds  the  operations  of  the  Northwest 
Power  Planning  council.  What  is  the  Council's  projected  budget 
for  FY  1994? 

Answer:  The  Northwest  Power  Planning  Council's  FY  1994 
budget,  as  adopted  on  July  9,  1992,  and  included  in  Bonneville's 
FY  1994  Congressional  Budget  submission,  is  $8,962,000.   This 
amount  is  rounded  in  the  budget  document  to  $9.0  million. 

SPRINGFIELD  FISH  HATCHERY 

Question:   In  the  FY  1993  Energy  and  Water  Development 
Appropriations  Act,  the  Congress  specifically  approved  the 
purchase  of  the  Springfield  fish  hatchery.   Has  this  hatchery  been 
purchased?   If  no.  why  not? 

Answer:  Durijig  a  period  of  16  months,  Bonneville  engaged 
virtually  all  public  and  private  interests  concerned  about  salmon 
recovery  in  the  Columbia  River  Basin  in  the  effort  to  acquire  the 
Springfield  facilities.  There  was  universal  agreement  that  the 
facilities  could  meet  a  number  of  Columbia  River  Basin  Fish  and 
Wildlife  Program  measures  (including  recent  amendments). 
Similarly,  everyone  concurred  that  the  price  was  indeed  a  bargain. 
Nevertheless,  the  group  could  not  settle  on  a  single  preferred 
plan  of  use  and  no  sponsoring  entity  came  forward. 

Given  current  uncertainties  in  the  region  about  the  role  of 
hatcheries  in  salmon  recovery  efforts,  it  is  imperative  that  any 
proposal  to  spend  limited  Bonneville  program  funds  for  a  new 
hatchery  be  supported  by  a  strong  regional  consensus  and  by  solid 
sponsorship.   Lacking  these  key  commitments,  it  was  decided  in 
November  1992  that  it  would  not  be  prudent  for  Bonneville  to 
acquire  the  facilities  at  that  time. 

HISTORICAL  AND  PROJECTED  REVENUE  SOURCES 

Question:  Please  provide  the  subcommittee  with  explanations 
or  graphs  which  list  all  of  BPA's  revenue  sources  in  FY  1992,  and 
the  projections  for  FYs  1993  and  1994.  Please  separate 
generation,  transmission,  and  other  services.   In  addition, 
separate  your  revenues  by  region  (i.e.  Pacific  Northwest, 
California,  etc.). 
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Answer:  The  following  tables  provide  the  requested 
information.  All  of  Bonneville's  sales  in  FY  1992  were  either  in 
the  Pacific  Northwest  or  California,  as  indicated,  except  for  a 
$4,000  sale  to  a  Nevada  power  company. 

Bonneville  Revenue  Sources,  FY  1992 

($  million) 


PF 
DSI 

NF-PNW 

NF-Cal 

SP-PNW 

SP-Cal 

NR 

Other  Power  Sales 

Wheeling 

Miscellaneous 

TOTAL 

California  revenues:  $36. 7M  generation:  $22. OM  transmission;  $58. 8M  total 
Source:  Actuals. 

Bonneville  Revenue  Sources,  FY  1993 
($  million) 


PF 
DSI 

hfF-PNW 

NF-Cal 

SP-PNW 

SP-Cal 

NR 

Other  Power  Sales 

Wheeling 

Miscellaneous 

TOTAL 

California  revenues:  $40. 2M  generation:  $16.2M  transmission;  $56.4M  total 

Source:  Second  Quarter  Review. 


Generation 

Transmission 

Total 

821.7 

158.2 

979.8 

371.4 

76.1 

447.5 

18.2 

2.5 

20.6 

5.9 

2.0 

8.0 

64.0 

32.2 

96.2 

30.8 

20.0 

50.8 

16.8 

0.4 

17.2 

160.8 

10.3 

171.1 

0 

123.5 

123.5 

10.4 

3.7 

14  1 

1,500.0 

428.8 

1,928.8 

Generation 

Transmission 

Total 

873.4 

168.1 

1,041.5 

302.6 

62.0 

364.6 

7.9 

1.1 

9.0 

31.7 

10.6 

42.3 

66.7 

33.6 

100.3 

8.5 

5.6 

14.1 

144 

0.3 

14.7 

165.8 

11.2 

177.0 

0.0 

126.7 

126.7 

10.8 

3.8 

146 

1,481.3 

423.4 

1,904.7 
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Bonneville  Revenue  Sources,  FY  1994 
($  million) 


Generation 

Transmission 

Total 

961.5 

186.3 

1.147.8 

427.1 

90.0 

517.2 

11.0 

1.3 

12.3 

106.5 

40.6 

147.1 

92.3 

17.3 

109.6 

71.0 

21.2 

92.3 

17.5 

3.7 

21.2 

165.5 

11.4 

177.0 

0.0 

157.3 

157.3 

12.5 

7.3 

19.8 

1,864.9 

536.5 

2,401.4 

PF 

DSI 

NF-PNW 

NF-Cal 

SP-PNW 

SP-Cal 

NR 

Other  Power  Sales 

Wheeling 

Misc 

TOTAL 


Caliromia  revenues:  $177.5M  generation:  $61.8M  transmission;  $239.4M  total 
Source:  Initial  Proposal. 

Key: 

PF:  Priority  Firm  Power  Rate 

DSI:  Direct  Service  Industries 

NF:  Non-Firm  Rate 

SP;  Surplus  Firm  Power  Rate 

NR:  New  Resources  Firm  Power  Rate 

PNW:  Pacific  Northwest 

Cal:  California 

INCREASED  TOTAL  OBLIGATIONS 


Question:  Your  total  obligations  for  FY  1994  are  expected 
to  increase  over  FY  1993  by  nearly  $300  million  (page  1  of  your 
budget).  Please  provide  a  general  explanation  as  to  the  major 
program  areas  responsible  for  this  increase. 

Answer:  Bonneville's  budget  for  FY  1994  reflects  a  total 
obligation  amount  of  S3. 707  million,  a  $290.9  million  increase 
over  the  FY  1993  amount.  This  change  is  composed  of  an  increase 
of  $338.8  million  in  expense  obligations  and  decreases  of  $39.6 
and  $8.3  million  in  capital  and  reimbursable  activities, 
respectively. 

Compared  to  the  FY  1993  revised  budget.  Bonneville's 
operating  expenses  will  increase  $338.8  million.   Nearly  all  of 
this  increase  is  due  to  a  rate  case  assumption  reflected  in  the 
budget  regarding  utility  participation  in  Bonneville's  residential 
exchange  program  and  the  way  utilities  place  energy  load  on  the 
Administrator  in  FY  1994.  This  increase  will  be  offset  by  a 
comparable  increase  in  revenues  from  the  exchange,  such  that  the 
net  cost  of  the  residential  exchange  actually  decreases  from 
FY  1993  to  1994. 
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other  expense  increases  in  FY  1994  relate  to  resource 
operations  and  acquisitions  and  include  amortization  of  some  of 
the  Federal  investment  in  Bureau  of  Reclamation  projects.  These 
increases  are  largely  offset  by  the  budget  expectations  of  a 
return  to  normal  streamflow  and  weather  conditions  and  the 
assumption  that  Bonneville  will  be  able  to  restore  full  service  to 
its  industrial  customers. 

Under  capital  investments,  the  decrease  of  $39.6  million 
from  the  revised  FY  1993  budget  reflects  completion  of  large 
transmission  construction  projects,  particularly  the  first  phase 
of  the  Third  AC  Intertie  linking  the  Pacific  Northwest  and  the 
Pacific  Southwest,  and  reductions  in  replacements  of  non-electric 
plant  facilities.  These  reductions  are  somewhat  offset  by 
increase  in  the  Fish  and  Wildlife  and  Conservation  capital 
programs,  as  Bonneville  seeks  to  fulfill  its  environmental  and 
load  growth  responsibilities. 

The  reimbursable  obligation  amount  also  decreased  slightly 
from  FY  1993  to  FY  1994  due  to  a  lower  level  of  anticipated 
reimbursable  work. 

HYDROELECTRIC  SYSTEM 

Ouestion:   Please  provide  the  subcommittee  with  a  general 
assessment  of  how  the  Columbia  River  hydroelectric  system  is  being 
maintained.  Are  you  aware  of  any  specific  problems  which  are  in 
need  of  attention? 

Answer:  We  do  experience  some  unavailability  of  generation 
due  to  outages  for  repairs  or  maintenance.   In  recent 
correspondence  from  the  U.S.  Army  Corps  of  Engineers  (Corps),  they 
indicated  they  are  seeing  trends  in  hydropower  performance 
indicators  that  lead  them  to  believe  conditions  are  developing 
that  may  lead  to  a  systemic  degradation  of  their  reliability.   In 
particular,  they  are  noticing  a  decline  in  unit  availability  and 
an  increase  in  unit  forced  outage  rate.  The  Bureau  has 
experienced  similar  indicators.  The  Corps  has  recently  put  into 
place  a  program  to  address  replacements  and  rehabilitations  to 
best  avoid  what  they  feel  are  genuine  concerns  for  future 
reliability.  The  Bureau  has  also  recognized  this  need  to  maintain 
a  reliable  system  through  their  Hydropower  2002  Program.  The 
specific  projects  that  we  have  been  working  with  the  respective 
agencies  for  repairs/replacements  include  the  Corps  for  their 
Bonneville  Project  (Powerhouse  No.  1),  and  the  Bureau  for  their 
Grand  Coulee  Project  (Stator  Repairs),  Minidoka  (Major  Rebuild), 
Hungry  Horse  (Transformer  Replacement)  and  Boise  Diversion  (Major 
Rebuild) . 
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Equipment  conditions  with  a  potential  for  extended  failures 
associated  with  station  service  equipment  at  John  Day.  which 
complicated  a  1990  fire,  also  exist  at  the  following  Corps 
facilities:  Lower  Monumental,  Little  Goose., Ice  Harbor,  Lower 
Granite  and  Dworshak.  Plans  have  been  made  to  modify  or  replace 
equipment  in  order  to  provide  separate  station  service  feeds, 
proper  relay  protection  and  black  start  capability  (to  restart  a 
generator  with  no  external  power  source). 

Question:  Are  you  satisfied  with  the  long-term  reliability 
of  the  system? 

Answer:  As  noted  earlier,  the  operating  agencies  have 
embarked  on  programs  to  improve  the  maintenance  and  reliability  of 
the  projects.   If  they  are  successful  in  completing  these  efforts, 
the  system  should  be  reliable  in  the  long-term.  As  the  Corps  has 
observed,  there  has  been  a  decline  in  unit  availability,  and,  if 
this  continues,  we  will  be  very  concerned. 

TOTAL  OUTSTANDING  DEBT 

Question:  Please  provide  the  subcommittee  with  the  total 
outstanding  amounts  of  BPA's  debt- -appropri ated  debt.  Treasury 
borrowing  debt,  non-Federal  debt,  and  irrigation  assistance. 

Answer:   (The  information  follows:) 

OUTSTANDING  BONNEVILLE  DEBT 
As  of  September  30,  1992 


Appropriated  Debt 

1/   Less:    Construction  Work-in- 
Progress  Generating  Projects 

1/   Less:    Investnnent  in  Teton 


$6,809,229,144 
$251,021,397 


$6,558,207,747 
$7,269,208 


$6,550,938,539 


Treasury  Borrowing  Debt 

Non-Federal  Debt 

Irrigation  Assistance 

1/   Less:    Irrigation  Assistance  in 
Teton  Dam 

TOTAL 


$1,905,573,000 


$6,875,786,188 


$820,427,000 


$56,573,000 


$763,854,000 
$16,096,151,727 
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1/   Repayment  does  not  begin  until  the  project  goes  into 
service. 

UNFINISHED  NUCLEAR  PLANTS 

Question:  Please  discuss  your  announced  intention  to 
terminate  unfinished  nuclear  plants  WNP-1  and  WNP-3.  VJhat 
benefits  will  accrue  to  the  ratepayers  by  terminating  the  plants? 

Answer:  On  April  9.  1993.  the  Supply  System  Executive  Board 
recommended  that  Supply  System  and  Bonneville  staff  work  together 
to  resolve  outstanding  issues  and  remove  uncertainties  so  that  an 
informed  decision  could  be  made  regarding  the  future  of  these 
projects.  Their  letter  indicated  it  was  unlikely  that  the 
projects  would  ever  be  finished  as  nuclear  plants.  The  Supply 
System  Board  of  Directors,  the  body  who  has  the  authority  to  make 
the  formal  termination  decision,  supported  the  Executive  Board 
recommendation  and  Bonneville  readily  accepted  it. 

Prior  to  making  a  termination  decision,  there  are  three 
major  issues  which  need  to  be  examined.  The  most  important  is 
resolution  of  legal  issues  concerning  the- status  of  outstanding 
bonds  after  a  termination  decision  and  sale  of  salvageable 
properties;  and  the  use  of  various  bonds  funds  and  proceeds  from 
the  sale  of  salvageable  properties  after  a  termination  decision. 
We  consider  legal  issues  as  the  most  critical,  have  the  greatest 
impact  on  cost,  approximately  $600,000  to  $800,000,  and  are 
expected  to  take  from  6  to  9  months  to  resolve.  We  will  also 
review  other  alternative  uses  for  the  projects.   Finally,  we  will 
discuss  with  Washington  State  officials  the  extent  and  timing  of 
site  restoration  obligations.  We  hope  that  a  decision  could  be 
made  by  the  spring  of  1994. 

The  short  term  rate  impact  of  a  termination  decision  is 
expected  to  be  minimal.   It  is  our  desire  to  fund  these 
termination  activities  from  within  existing  budgets  by 
reprogramming  funds  already  budgeted.   If  the  legal  issues  are 
resolved  to  our  satisfaction,  site  restoration  activities  do  not 
begin  until  after  plant  properties  are  salvaged,  and  salvageable 
properties  can  be  marketed  as  currently  estimated,  we  would  hope 
to  see  a  small  positive  short-term  rate  impact.  However,  over  the 
longer  period  of  time,  rate  payers  will  have  to  pay  for  the 
ultimate  restoration  of  the  sites,  which  is  currently  estimated 
between  $50  and  $114  million  for  each  of  the  projects. 

Question:  What  are  the  legal  implications  of  termination? 
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Answer:  The  legal  implications  of  a  termination  decision 
relate  to  whether  or  not  all  outstanding  project  revenue  bonds 
become  immediately  due  and  payable  upon  termination.  Of  concern 
is  how  salvageable  properties  may  be  sold  and  how  resulting 
revenues  from  asset  sales  and  residual  construction  funds  may  be 
used  after  a  termination  decision. 

Termination  of  WNP-1  or  -3  might  be  argued  to  be 
inconsistent  with  the  intent  of  certain  provisions  of  the  related 
project's  Bond  Resolution  relating  to  project  completion  and 
revenues.   In  addition,  it  might  be  argued  the  Bond  Resolutions  do 
not  authorize  the  sale  of  salvageable  properties  unless  provision 
is  made  for  the  payment  into  special  funds  of  cash  sufficient  to 
retire  all  of  the  outstanding  bonds. 

In  order  to  resolve  some  of  the  uncertainties,  the  Supply 
System  adopted  Property  Disposition  Covenants  for  the  benefit  of 
project  bond  holders.  These  Covenants  require  resolution  of  these 
uncertainties  by  either  amending  the  Bond  Resolutions  to  clarify 
these  provisions  or  by  obtaining  a  final  judicial  determination  to 
that  effect. 

We  are  preparing  for  and  plan  to  seek  a  judicial 
determination  to  resolve  these  issues  through  a  Declaratory 
Judgment  before  the  Supply  System  Board  of  Directors  makes  a 
decision  on  the  future  of  the  projects.  We  estimate  that  a  ruling 
will  be  received  in  the  spring  of  1994. 

PHASE  III  SALMON  AMENDMENTS 

Ouestion:   Last  fall,  the  Northwest  Power  Planning  Council 
completed  its  Phase  III  salmon  amendments  to  the  Columbia  Basin 
Fish  and  Wildlife  Program.   Is  Bonneville  proceeding  to  implement 
the  plan  in  its  entirety?   If  not,  why  not? 

Answer:  Bonneville  has  implemented  or  is  in  the  process  of 
implementing  93  of  117  measures  assigned  under  Phase  III.  There 
are  a  variety  of  reasons  why  the  full  number  have  not  been 
addressed  yet. 

Current  funds  for  FY  1993  for  implementation  of  new  projects 
are  not  adequate  to  fully  implement  all  of  the  Phase  III  measures 
simultaneously.   For  instance,  the  requests  for  FY  1993  new 
capital  habitat  projects  totaled  $6  million  for  46  projects.  The 
original  budget  allocated  to  capital  habitat  projects  was 
$2  million,  which  may  be  cut  back  25  percent  during  the  current 
budget  cutting.  The  budget  for  FY  1994  is  expected  to  remain  the 
same  for  capital  habitat  projects.  The  majority  of  the  FY  1993 
habitat  projects  were  2-  or  3-year  projects  which  will  not  leave 
funds  for  new  starts  in  FY  1994. 
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The  current  work  load  is  already  fully  challenging  the 
staff.  The  Biological  Planning  Branch  conducted  a  work  load 
analysis  approximately  eight  months  ago,  before  the  release  of  the 
final  Phase  III  Strategy.  At  that  time  some  staff  had  assigned 
work  loads  of  approximately  1-1/2  full  capacity.   It  is  not 
possible  to  add  new  work  loads  without  major  reallocations  and 
repriori tization  of  time  and  work. 

Some  measures  have  not  been  addressed  by  agencies  and 
tribes.   For  example,  a  series  of  measures  in  Section  6.3, 
Specific  Actions  To  Assist  Weak  Stocks,  called  upon  Bonneville  and 
the  fish  managers  to  review  the  current  status  and  information 
available  on  Lower  Columbia  Coho,  and  Columbia  River  Chum  and  Sea- 
Run  Cutthroat  populations.  There  have  been  no  proposals  from  any 
of  the  affected  agencies  or  tribes  to  begin  to  develop  these  . 
measures. 

Several  measures  must  be  implemented  sequentially,  and  until 
the  preliminary  planning  steps  are  finished,  no  new  action  can  be 
taken.  Section  6.2G,  Other  Production  Measures,  calls  upon  the 
National  Marine  Fisheries  Service  and  Bonneville  to  develop  a 
program  to  address  captive  broodstocks.  The  measure  has  three 
phases,  a  scoping  study,  research,  and  a  demonstration  project. 
The  phases  must  be  accomplished  sequentially. 

In  some  cases  agencies  and  tnbes  do  not  feel  the 
implementation  actions  taken  by  Bonneville  meet  the  intent  of  the 
measure,  and,  therefore,  the  measure  has  not  been  fully 
implemented.   For  example.  Section  3.6F.3  deals  with  mainstem  flow 
survival  studies.  Bonneville  has  chosen  to  fund  a  study  to  test 
various  means  to  mark,  release,  and  recapture  smolts  to  test  flow 
survival  relationships.  There  has  been  a  great  deal  of 
controversy  about  the  implementation  of  this  measure,  resulting  in 
a  division  of  opinions  as  to  whether  the  measure  was  being 
properly  implemented. 

Bonneville  works  closely  on  a  monthly  basis  with  the  Council 
to  track  the  implementation  of  the  Phase  III  measures.  Within  the 
framework  established  by  the  current  fiscal,  personnel,  and 
prioritization  concerns,  Bonneville  will  strive  to  fully  implement 
Phase  III. 

SALMON  RECOVERY  ACTIVITIES 

Question:  Please  provide  the  subcommittee  with  an 
accounting  of  resources  BPA  expended  in  FY  1992  on  salmon  recovery 
activities,  and  your  projections  for  the  current  fiscal  year  and 
FY  1994.   Please  include  (and  separate  out)  both  obligations  as 
well  as  non-expenditure  resources  such  as  foregone  revenues,  etc. 
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Answer:  Bonneville's  obligations  and  foregone  revenues  for 
salmon  recovery  include  a  range  of  activities  that  are  included  in 
Bonneville's  fish  and  wildlife  program,  associated  projects 
program  (obligations  to  repay  the  Treasury),  power  scheduling 
program  (power  purchases  for  fish  enhancement),  and  foregone 
revenues  (for  spill  and  drawdown  at  Federal  dams;  the  foregone 
revenues  are  incorporated  in  Bonneville's  revenue  forecast). 

The  following  table  summarizes  the  financial  resources 
allocated  through  Bonneville's  budget  for  fish  and  wildlife 
investments,  including  salmon  recovery  activities,  in  FY  1992, 
FY  1993  and  FY  1994.  The  salmon  recovery  activities  are 
identified  in  the  table  with  the  label  "ESA."  The  ESA  investments 
for  FY  1993  and  FY  1994,  particularly  the  power  purchases  for  fish 
enhancement  and  foregone  revenues  for  spill,  reflect  estimates  for 
implementation  of  the  1993  National  Marine  Fisheries  Service 
biological  opinion. 
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BONNEVILLE  POWER  ADMINISTRATION 

FISH  AND  WILDLIFE  INVESTMENTS 

($  MILLIONS) 


CAPITAL  INVESTMENTS 
FISH  AND  WILDLIFE  1/ 

ASSOCIATED  PROJECTS  (FEDERAL  HYDRO)  2/ 
TOTAL  CAPITAL  INVESTMENTS 


FIret 

Funded 

FY  1992 

FY  1993 

FY  1994 

By: 

11.2 

20.8 

BPA 

374 

COE 

67.4 

95.9 

64.1 

78.G 

116.7 

101.5 

PROGRAM  OPERATING  EXPENSES 
BPA  FISH  AND  WILDLIFE  PROGRAM  1/ 
NON-E  S  A  ACTIVITIES  3/ 
E  S  A  ACTIVITIES  8/ 

SUBTOTAL  PROGRAM 
BPA  POWER  PURCHASES  FOR  FISH  ENHANCEMENT 
EXISTING  WATER  BUDGET  4/ 
E  S  A  IMPLEMENTATION  5/  8/ 
SUBTOTAL  POWER  PURCHASES  FOR  FISH  ENHANCEMENT 
ASSOCIATED  PROJECTS  (FEDERAL  HYDRO) 
NON-ESA  RELATED 
O  &  M  LOWER  SNAKE  RIVER  HATCHERIEt, 
0  &  M  CORPS  (w/bypass) 
0  &  M  BUREAU  (hatchery) 
ES  A- STUDIES  6/8/ 
SUBTOTAL  ASSOCIATED  PROJECTS 
OTHER  (PLANNING  COUNCIL) 

TOTAL  PROGFIAM  OPEFIATING  EXPENSES 
PROGRAM  RELATED  FIXED  EXPENSES 
INTEREST  EXPENSE  6/ 
AMORTIZATION  EXPENSE  6/ 
DEPRECIATION  EXPENSE  6/ 
TOTAL  FIXED  EXPENSES 
GRAND  TOTAL  PROGRAM  EXPENSES 


BPA 

59.4 

39.0 

419 

BPA 

7.6 

22.3 

241 

67.0 

61.3 

66.0 

BPA 

40.0 

40.0 

40.0 

BPA 

19.0 

1010 

65.0 

590 


BPA 


41.5 
3.9 


171.4 


141.0 


43.7 
4.4 


250.4 


1050 


USFWS 

11.2 

11.5 

132 

COE 

13.3 

14.0 

140 

BOK 

0.0 

1.2 

1.3 

COE/BOR 

17.0 

17  0 

12.0 

405 
4.4 


215.9 


BPA 

31.4 

40.0 

48.4 

BPA 

4.8 

6.3 

82 

BPA 

7.0 

8.1 

8.8 

43.2 

54.4 

65.4 

214.6 

304.8 

281.3 

BPA 

15.0 

20.0 

200 

BPA 

8.0 
23.0 

5.5 

55 

25.5 

25.5 

237.6 

330.3 

306.8 

FOREGONE  REVENUES 
SPILL 
ESA  DRAWDOWN  -  Minimum  Operating  Pool  7/  8/ 

TOTAL  FOREGONE  REVENUES 
TOTAL  -  PROGRAM  EXPENSES  &  FOREGONE  REVENUES 


THE  ACCOMPANYING  NOTES  ARE  AN  INTEGRAL  PART  OF  THIS  TABLE. 

SB  14  5/20/93 

Key: 

COE,  Cofps  of  Engineers  BOR,  Bureau  of  Reclanulion 

0£M,  operation!  and  maintenance  ESA,  Endangered  Species  Act 


USFWS.  U.S.  FUh  and  Wildlife  Service 


General  Notes: 

These  notes  support  the  table  that  displays  the  Pacific 
Northwest  electric  utility  ratepayers'  investment  in  fish  and 
wildlife  activities  within  the  Columbia  River  Basin.  The  table 
shows  the  annual  expense  for  all  fish  and  wildlife  investments 
funded  under  the  Federal  Columbia  River  Power  System  from  a  rate 
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aking,  revenue  requirement  perspective.  The  table  covers  the 
Fiscal  Years  (FY)  1992  to  1994.  The  expenses  shown  in  the  table 
are  based  on  budget  outlays  for  the  year  shown.  Where  audited 
actuals  are  not  available  for  the  period  FY  1992.  estimates  are 
used.  The  title  "Capital  Investments,"  shown  at  the  top  of  each 
table,  is  presented  for  information.  The  annual  expense 
(interest,  amortization,  and  depreciation)  associated  with  these 
capital  investments  is  shown  under  the  title  "Program  Related 
Fixed  Expenses." 

Footnotes  -  General : 

(A)  Po'/er  purchases  and  foregone  revenues  estimated  for 
FY  1993  and  FY  1994  could  be  significantly  higher  depending  on 
water  conditions.  The  power  purchase  estimates  for  FY  1993  have 
been  adjusted  and  updated  since  the  issuance  of  Bonneville's 
Congressional  Budget  Submission  for  FY  1994  to  reflect  the  poor 
water  conditions  now  affecting  the  operations  of  Federal 
hydroelectric  system. 

(B)  The  tables  represent  a  "revenue  requirement"  view  of 
Bonneville's  'ish  and  wildlife  funding  responsibilities.  Al"! 
expenses  in  t'.ese  tables  are  paid  for  by  Bonneville's  ratepayers. 

(C)  Esimates  for  FY  1993  and  FY  1994  are  generally  bcsed 
on  information  contained  in  Bonneville's  FY  1994  Budget  Submission 
to  Congress  or  the  1993  Initial  Rate  Case  documentation. 

Footnotes  -  Specific: 

1/  Based  on  outlays. 

2/  Based  on  P'ant-in-Service. 

3/  Includes  costs  for  environmental  analysis  that  are  forecasted 
in  Bonneville's  Power  Marketing  Program. 

4/  "Existing  Water  Budget"  has  been  incorporated  in  Bonneville's 
load/resource  balance.  The  water  budget  is  included  under 
"Program  Expenses"  for  ease  of  display.   In  years  when  there  is 
a  firm  surplus  of  power,  the  water  budget  is  a  foregone 
revenue.   In  years  when  there  is  no  firm  surplus  of  power,  the 
water  budget  is  an  expense  for  power  purchases. 

5/  The  1992  figures  are  based  on  operational  implementation  of 
salmon  measures,  3.0  million  acre  feet  on  the  Columbia  River 
and  1.3  million  acre  feet  from  Dworshak  Dam.   The  FY  1992 
amount  has  been  adjusted  from  the  FY  1994  Congressional 
Submission  to  reflect  updated  power  purchase  expenses  for  ESA 
implementation.  Beginning  in  FY  1993,  estimates  reflect  50- 
year  studies  implementing  the  1993  National  Marine  Fisheries 
Service  (NMFS)  Biological  Opinion.  The  estimates  for  future 
years  will  need  to  be  adjusted  as  ESA  consultations  and  NMFS 
Recovery  Plan  components  are  revealed.  These  estimates  also 
include  some  foregone  revenues  associated  with  the 
implementation  of  the  Biological  Opinion. 
6/   Estimate,  subject  to  revision  as  updated  information  becomes 
available  from  these  agencies.  The  amounts  are  place  holders 
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for  expenses  that  BPA  anticipates  these  agencies  (Corps  of 
Engineers  and  Bureau  of  Reclamation)  will  incur  under  the 
Northwest  Power  Planning  Council's  amended  Fish  and  Wildlife 
Program  for  measures  related  to  the  ESA  listed  stocks  in  the 
Snake  River.  While  these  amounts  for  all  years  show  are 
estimates,  further  work  with  these  agencies  will  be  required  to 
confirm  these  costs.  For  example,  the  studies  related  to 
drawdown  of  Snake  River  projects  could  fall  under  this 
category. 
II       This  "drawdown"  includes  operations  near  minimum  operating  pool 
elevations  as  in  1992.  Other  drawdown  proposals  being  studied 
include  physical  changes  to  the  Lower  Snake  River  dams.  These 
proposals  would  result  in  significantly  higher  costs  and  are 
not  included  in  the  table. 

8/  Endangered  Species  Act  related  investments  from  the  above  table 
are  as  follows: 

BONNEVILLE  POWER  ADMINISTFIATION 

FISH  AND  WILDLIFE  INVESTMENTS 

($  MILUONS) 

nret  FY  1992  Pr  1993  FY  1994 

funded  i)y 
BPA  FISH  AND  WILDLIFE  PROGRAM 

ESA  ACTIVITIES  BPA  7.6  22.3  24.1 

BPA  POWER  PURCHASES  FOR  FISH  ENHANCEMENT 

ESA  IMPLEMENTATION    5/  BPA  19.0  1010  65.0 

ASSOCIATED  PROJECTS  (FEDERAL  HYDRO) 

ESA -STUDIES    6/  COE/BOR  17.0  17.0  12.0 

FOREGONE  REVENUES 

ESA  DRAWDOWN  -  MIn.  Operating  Pool    7/  BPA        e;0 5J 5.5 

TOTAL  ESA  INVESTMENTS:  51.6  145.8  106.6 

Question:  Is  Bonneville  fully  funding  the  "least  cost 
planning  path"  as  required  under  the  Northwest  Power  Act? 

Answer:  Yes.  Bonneville  is  fully  funding  the  "least  cost 
planning  path."  Bonneville's  "least  cost  planning  path"  is 
identified  in  its  Resource  Program,  a  biennial  planning  process 
which  results  in  actions  to  acquire  resources  to  meet  its 
customers'  resource  needs.  Bonneville's  1990  Resource  Program 
affirmed  its  commitment  to  least  cost  planning,  and  proposed  to 
test  mechanisms  such  as  bidding,  to  ensure  that  least  cost 
resources  were  indeed  being  targeted.  The  1992  Resource  Program 
has  reaffirmed  that  commitment  to  least  cost  planning  and  has 
increased  emphasis  on  cost-effective  resources  which  support  the 
priorities  of  the  Northwest  Power  Act.  Bonneville  has  committed 
to  acquire  lU  cost-effective  conservation  and  has  been  working  to 
increase  the  pool  of  cost-effective  renewables  as  well. 
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CONSERVATION  AND  GENERATION  RESOURCES 

Question:  Please  update  the  subcommittee  on  your 
competitive  bidding  program  for  the  acquisition  of  new 
conservation  and  generating  resources.  Please  provide  a  list  of 
the  potential  projects  -  conservation  and  generation,  their 
sponsors,  locations,  types  of  project  and  average  megawatts. 

Answer:  The  following  table  provides  the  status  of  our 
competitive  acquisition  program  for  generation  and  conservation 
projects.  • 


COMPETITIVE  ACQUISITION  PROGRAM 
CONSERVATION 


Project  Namc/rv/'* 

Sponsor 

SUtui 

Location 

aMW 

Douglas  Electric 

Douglas 

Contrmct  signed. 

North  Douglas 

0.5 

Coopcntiy/c/ Conversion  to  DEC'S 

Electric 

Co.. OR 

Subtransmission  ^stem 

Eugene  Water  &  Electric 

EWEB 

Prencgotiation 

Eugene,  OR 

1.25 

BoiTtil Industrial  Mgmt.  Program 

Sponsor 

ongoing. 

Eugene  Water  &  Electric 

EWEB 

Negotiation 

Lane  County,  OR 

.03 

^oiiilResidenlia   Efficient 

suincd. 

Appliances 

SESCOIFree  Povtr  Programs. 

SESCO 

BPA  responding 

to 

reconsideration 

20 

request 

LVCVHydro  Thermal  Programs 

LUCI 

Prencgotiation 
discussions. 

10.2 

fLC/Free  Lighting  Programs 

PLC 

BPA  responding 

to 

reconsideration 

13.6 

• 

request. 

Kcnclchl  Kemcap 

Kcnctch 

In  negotiation. 

Various  Locations 

5 

Northeast  Energy  Serviccs/A/W 

Northeast 

In  negotiation. 

Regionwide 

22 

Conservation  Projects 

Energy 

SycomI Conserv.  Resources 

Sycom 

Clarification 
underway. 

Regionwide 

3 

Northwest  Energy 

Northwest 

Prencgotiation 

Regionwide 

3 

Services/Energy 

Energy 

discussions. 

EfficientLightinf!  Project 

GENERATION 


Project  Namc/TVpe 

Sr>onsor 

Sutus 

Location 

aMW 

Tenaska/CCT 

Tenaska 

Letter  of  Intent 
signed. 

Tacoma,  WA 

240.00 

SDSICogen 

SDS  Lumber 

Letter  of  Intent 
signed. 

Bingcn,  WA 

46.00 

Mct^iTylHydro 

Northern 
Wasco  PUD 

In  negotiation. 

Benton  Co.,  WA 

7.20 
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Question:  Please  update  the  subcommittee  on  current 
activities  surrounding  the  Resource  Supply  System  Expansion 
Program.  What  level  of  funding  is  included  in  your  FY  1994  budget 
for  this  program? 

Answer:  The  Resource  Supply  Expansion  Program,  known  as 
RSEP,  is  a  collaborative  program  to  confirm  and  expand  electrical 
energy  resources  in  the  Pacific  Northwest.  Twenty-five 
organizations  are  actively  participating  in  RSEP  projects,  five  of 
these  organizations  serve  on  a  regional  RSEP  planning  team.   The 
FY  1992  cost  breakdown  was:  Bonnevi 1 le- -$1 .530.000:  US  Department 
of  Energy  excluding  Bonnevi  1  le- -$275,000;  other,  which  consists  of 
mostly  northwest  uti 1 i ties- -$760,000.  The  anticipated  FY  1993 
Bonreville  RSEP  project  expenditures  are  expected  ti  be  between 
$1,000,000  and  $1,500,000.  Bonneville's  current  financial 
concition  has  constrained  efforts  to  expand  RSEP. 

Oversight  of  the  eight  demand-side  management  projects 
funded  under  RSEP  in  FY  1992  will  continue.  These  d;tmonstration 
projects  address  manufactured  housing,  residential  ?«nd  commercial 
lighting,  industrial  operations  and  maintenance.  anJ  electric 
motor  controllers.  The  selection  and  timing  of  new  projects  is 
under  consideration.  Work  has  started  with  regional  RSEP 
participants  including  the  Northwest  Power  Planning  Council  to 
develop  a  regional  demand-side  RSEP  strategy. 

In  FYs  1993  and  1994  geothermal  activities  include 
negotiation  on  two  potential  projects,  on-going  ass'jssment,  and 
educational  activities  for  environmental  groups*  members.   Since 
the  geothermal  pilot  projects  under  consideration  would  not  be  on- 
line until  at  least  1996,  their  costs  are  not  a  major 
consideration  in  current  discussions  regarding  Bonneville's 
financial  condition. 

Wind  activities  for  FYs  1993  and  1994  are  focused  on 
implementation  of  the  RSEP  Wind  Strategy.   This  includes 
negotiating  two  wind  energy  demonstration  projects  that  were 
identified  through  a  competitive  solicitation  process,  conducting 
the  necessary  environmental  assessment,  or  possibly  Environmental 
Impact  Statement,  work  on  the  projects,  and  working  on  siting 
standards  appropriate  for  selected  Northwest  counties. 

The  "distributed  utility"  effort  is  in  its  early  stages  of 
development.   It  will  address  a  variety  of  utility  problems  that 
may  have  solutions  in  emerging  technologies,  such  as  the  use  of 
photovoltaic  generation  in  remote  locations.   Early  attention  will 
be  given  to  utility  education,  including  forums  to  develop  a 
regional  strategy  for  the  implementation  of  distributed  utility 
concepts. 
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The  level  of  funding  for  RSEP  in  the  FY  1994  budget  is 
$1,500,000. 

TRANSMISSION  SYSTEM  REVENUES 

Question:  How  much  revenue  did  BPA  earn  in  FY  1992  from 
transmission  activities? 

Answer:  Bonneville  earned  nearly  $429  million  in  revenues 
from  Federal  Columbia  River  Transmission  System  (FCRTS)  activities 
for  FY  1992.  Of  that  amount,  approximately  $302  million  was  from 
power  customers,  and  the  rest  from  wheeling  and  other  customers. 

Question:  How  much  is  projected  for  FY  1993  and  FY  1994? 

Answer:  The  most  recent  revenue  projection  for  the  Federal 
Columbia  River  Transmission  System  (FCRTS)  for  FY  1993  is  from  the 
FY  1993  Second  Quarter  Review.   It  estimates  revenues  of 
$423  million.   For  FY  1994,  revenues  of  $537  million  are 
forecasted  in  Bonnevi  1  l.-?'s  1993  Initial  Rate  Proposal. 

Question:   Please  list  your  transmission  system  revenues  by 
source  over  the  last  decade,  and  your  FY  1993  and  FY  1994 
projections  by  source. 

Answer:  The  table  below  is  broken  down  by  Power,  and 
Wheeling  and  Other  customers  for  the  Federal  Columbia  River 
Transmission  System  (FCRTS).   (The  information  follows:) 

Revenues  by  Year  and  Source 
Mi  1 1  ions  of  Dol lars 

Year  Power       Wheeling  &  Other       Total 

1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994  * 

*  Under  Proposed  Rates  from  the  1993  Initial  Rate  Proposal. 


307 

53 

360 

310 

108 

418 

357 

153 

510 

327 

119 

446 

312 

145 

457 

290 

113 

403 

312 

110 

422 

307 

120 

427 

326 

114 

440 

302 

127 

429 

292 

131 

423 

361 

176 

537 
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QUESTIONS  SUBMITTED  BY  SENATOR  GORTON 


HIRING  FREEZE 

Question:  I  have  heard  different  answers  in  recent  days  to 
the  question  of  whether  or  not  there  is  currently  a  hiring  freeze 
in  place  at  Bonneville.  Could  you  clarify  the  current  situation? 

Answer:  Bonneville  has  been  operating  under  a  "limited" 
Bonneville  hiring  freeze  since  April  1992.  The  freeze  applies  to 
all  "outside"  hiring,  temporary  and  permanent,  at  all  locations 
and  grade  levels,  but  does  not  apply  to  internal  promotions  or 
reassignments  within  Bonneville.  Exceptions  to  the  freeze,  which 
are  considered  on  a  case-by-case  basis,  are  approved  by  the 
Executive  Assistant  Administrator.  More  recently.  DOE  imposed  a 
Department-wide  freeze  on  all  but  critical  new  hires.  All 
critical  outside  hire  requests  must  be  forwarded  to  DOE  for  review 
and  approval . 

We  expect  that  at  the  completion  of  Bonneville's  function- 
by-function  review,  we  will  need  to  end  the  freeze  in  order  to 
shift  resources  in  the  direction  of  the  new  needs  and  priorities. 
We  may  also  need  to  conduct  significant  downsizing  in  some  areas. 

NUCLEAR  PLANT  TERMINATION 

Question:  Bonneville  recently  announced  its  intention  to 
terminate  Supply  System  plants  1  &  3.  Does  this  action  have  any 
short-term  impact  on  Bonneville's  operating  costs? 

Answer:  Supply  System  and  Bonneville  staff  will  work 
together  to  resolve  outstanding  issues  and  remove  uncertainties  so 
that  an  informed  decision  could  be  made  regarding  the  future  of 
these  projects.  This  is  a  result  of  Supply  System  Executive  Board 
recommendation  made  on  April  14.  1993.  The  Executive  Board  at 
that  time  indicated  that  it  was  unlikely  that  the  projects  would 
ever  be  finished  as  nuclear  plants.  The  Supply  System  Board  of 
Directors,  the  body  who  has  the  authority  to  make  the  formal 
termination  decision,  supported  the  Executive  Board  recommendation 
and  Bonneville  readily  accepted  it. 

Three  major  issues  need  to  be  examined  before  a  termination 
decision  can  be  made.  The  most  important  action  is  to  resolve 
legal  issues  concerning  the  status  of  outstanding  bonds  after  a 
termination  decision  and  sale  of  salvageable  properties:  and  the 
use  of  various  bonds  funds  and  proceeds  from  the  sale  of 
salvageable  properties  after  a  termination  decision.  We  consider 
legal  issues  to  be  the  most  critical  and  we  expect  to  take  from  6 
to  9  months  to  resolve  these  issues.  The  impact  on  costs  could  be 
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about  $600,000  to  $800,000  due  to  the  legal  issues.  The  review 
will  include  other  alternative  uses  for  the  projects.   Finally,  we 
will  discuss  with  Washington  State  officials  the  extent  and  timing 
of  site  restoration  obligations.  We  hope  that  a  decision  could  be 
made  by  the  spring  of  1994. 

We  expect  the  short-term  rate  impact  of  a  termination 
decision  to  be  minimal.   It  is  our  desire  to  fund  these 
termination  activities  from  within  existing  budgets  by 
reprogramming  funds  already  budgeted.  We  may  see  a  small  positive 
short-term  rate  impact,  if  the  legal  issues  are  resolved  to  our 
satisfaction,  site  restoration  activities  do  not  begin  until  after 
plant  properties  are  salvaged,  and  salvageable  properties  can  be 
marketed  as  currently  estimated.  However,  over  the  longer  period 
of  time,  rate  payers  will  have  to  pay  for  the  ultimate  restoration 
of  the  sites,  which  is  currently  estimated  between  $50  and 
$114million  for  each  of  the  projects. 

ENERGY  POLICY  ACT 

Question:   In  the  Energy  Policy  Act  of  1992.  language  was 
included  that  allowed  the  Corps  of  Engineer  and  the  Bureau  of 
Reclamation  to  work  directly  with  Bonneville  to  make  generation 
improvements  and  additions  at  Federal  projects  in  the  Northwest. 
Senator  Hatfield  was  instrumental  in  this  effort.   In  effect,  this 
provision  allows  the  agencies  to  pursue  ratepayer  financed 
generation  projects  without  requiring  positive  action  by  the 
Appropriations  Committee. 

It  was  recently  suggested  to  me  that  a  similar  system  be 
established  for  operations  and  maintenance  (O&M)  expenditures  at 
the  Federal  dams.  Could  you  give  me  an  idea  of  the  issues  or 
problems  that  this  might  raise?   Is  this  something  the  Committee 
should  pursue? 


Answer:   In  addition  to  enhancing  our  ability  to  work 
directly  with  the  Corps  of  Engineers  and  the  Bureau  of  Reclamation 
for  additions  and  improvements,  the  Energy  Policy  Act  of  1992  also 
contains  provisions  for  Bonneville's  direct  funding  of  operations 
and  maintenance  activities.  At  the  present  time,  we  are  entering 
into  agreements  with  the  Bureau  for  funding  of  improvements  at 
some  of  their  projects.  We  have  had  informal  discussions  with  the 
Corps  regarding  additions  or  improvements,  but  no  projects  are 
presently  under  consideration.  After  we  have  had  some  experience 
with  the  improvements  and  additions  projects,  we  will  entertain 
discussions  with  the  agencies  regarding  operations  and 
maintenance. 
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THE  COLVILLE  TRIBE 

Question:  The  Colville  Tribe  in  Washington  has  for  some 
time  been  pursuing  a  claim  for  a  share  of  the  power  revenues  from 
Grand  Coulee  Dam.  The  Tribe  argues  that  such  payments  were 
promised  in  the  original  project  agreement  as  compensation  for 
lands  flooded,  but  th^t  they  have  never  been  made.  The  Colville's 
claim  is  currently  before  the  Federal  Claims  Court  pending 
settlement  discussion. 

Does  Bonneville  intend  to  pursue  settlement  discussions  with 
the  Tribe? 

Answer:  The  Colville's  claim  for  power  revenues  was  filed 
against  the  United  States  in  Confederated  Tribes  of  the  Colville 
Reservation  v.  United  States.  Docket  No.  181-D.  On  August  29, 
1992.  the  United  States  Court  of  Appeals  for  the  Federal  Circuit 
held  that  the  Colvilles  did  not  have  a  legal  claim  to  the  power 
revenues  from  the  Grand  Coulee  project  due  to  the  United  States' 
navigational  servitude.  Cite,  at  45.  However,  the  Court  remanded 
the  case  to  the  United  States  Court  of  Federal  Claims  to  determine 
whether  the  United  States  has  any  liability  under  the  "fair  and 
honorable  dealings"  standard  of  the  Indian  Claims  Commission  Act. 
Id.,  at  45.  Bonneville  is  now  talking  with  the  Department  of 
Justice  in  an  effort  to  understand  the  Department's  settlement 
theories  and  to  get  a  grasp  on  how  the  settlement  negotiations 
have  proceeded  thus  far.  Bonneville  intends  to  help  the 
Department  of  Justice  formulate  alternatives  for  resolution  of  the 
Confederated  Tribes'  claims  against  the  United  States,  consistent 
with  the  U.S.  Court  of  Appeals  decisions  regarding  the  Colville's 
claim. 

SUBCOMMITTEE  RECESS 

Senator  Hatfield.  The  subcommittee  will  stand  in  recess  until 
the  call  of  the  Chair. 

[Whereupon,  at  3:30  p.m.,  Thursday,  April  29,  the  subcommittee 
was  recessed,  to  reconvene  at  2  p.m.,  Wednesday,  May  26.] 


ENERGY  AND  WATER  DEVELOPMENT 
APPROPRIATIONS  FOR  FISCAL  YEAR  1994 


WEDNESDAY,  MAY  26,  1993 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

The  subcommittee  met  at  2  p.m.,  in  room  SD-192,  Dirksen  Sen- 
ate Office  Building,  Hon.  J.  Bennett  Johnston  (chairman)  presiding. 

Present:  Senators  Johnston,  Byrd,  Nickles,  Cochran,  Sasser, 
Kerrey,  Domenici,  and  Gorton. 

DEPARTMENT  OF  THE  ARMY 

Corps  of  Engineers — Civil 

statement  of  dr.  g.  edward  dickey,  acting  assistant  sec- 
retary of  the  army  (civil  works) 

accompanied  by: 

herbert  h.  kennon,  deputy  director  of  civil  works,  army 

corps  of  engineers 
larry  devick,  acting  chief,  directorate  of  civil  works, 

army  corps  of  enginers  programs  division 

opening  statement 

Senator  Johnston.  It  is  a  little  bit  before  2,  but  I  see  everyone 
is  here.  So  we  might  as  well  get  started.  The  hearing  will  come  to 
order. 

This  afternoon,  we  welcome  to  the  committee  representatives  of 
the  U.S.  Army  Corps  of  Engineers  to  present  testimony  on  the  fis- 
cal year  1994  budget  for  the  Army's  civil  works  programs  and  ac- 
tivities. The  budget  request  is  for  $3.6  billion. 

In  addition  to  the  severe  budget  situation  which  will  affect  fund- 
ing levels  for  progrsims  and  projects  in  this  year's  bill,  we  will  be 
confronted  with  several  contentious  issues  — excuse  me — ^in  connec- 
tion with  this  year's  bill,  such  as  reorganization  matters  involving 
headquarters,  divisions  and  districts,  current  project  workload,  fu- 
ture work  missions  for  the  Corps  in  order  to  maintain  sufficient 
skilled  manpower,  regulatory  program  impacts  on  private  property, 
and  environmental  initiatives  and  objectives. 

We  have  two  witnesses  today.  Dr.  Edward  Dickey,  Acting  Assist- 
ant Secretary  of  the  Army  for  Civil  Works,  and  Lt.  Gen.  Arthur  E. 
Williams,  Chief  of  Engineers. 

Gentlemen,  we  are  happy  to  have  you  and  those  supporting  you 
here  to  review  these  programs  of  the  Corps.  Of  course,  the  full 

(83) 


84 

written  statements  will  be  included  in  the  record.  So  if  you  will 
please  summarize  or  highlight  the  important  points  we  will  get  to 
the  important  questions  that  I  and  my  colleagues  will  have. 
So,  Dr.  Dickey,  if  you  will,  please  proceed. 

INTRODUCTION  OF  WITNESSES 

Dr.  Dickey.  Thank  you  very  much,  Mr.  Chairman. 

Lieutenant  Greneral  Williams  and  I  are  pleased  to  be  testif5dng 
before  this  subcommittee  on  the  fiscal  year  1994  budget  for  the 
civil  works  program  of  the  Army  Corps  of  Engineers. 

Accompanying  us  are  Mr.  Herbert  Kennon,  the  Deputy  Director 
of  Civil  Works,  and  Mr.  Larry  Devick,  Acting  Chief  of  the  Civil 
Works  Programs  Division. 

OVERVIEW  OF  PRESIDENT'S  FISCAL  YEAR  1994  CIVIL  WORKS  BUDGET 

Mr.  Chairman,  the  fiscal  year  1994  Army  civil  works  program  is 
built  on  the  President's  comprehensive  economic  plan.  It  provides 
a  budget  request  of  some  $3.6  billion.  The  budget  was  formulated 
to  emphasize  long-term  investment  in  infrastructure  in  conjunction 
with  deficit  reduction  measures,  both  program  specific  and  Grovem- 
ment-wide.  The  budget  also  reflects  a  major  environmental  commit- 
ment by  this  administration  across  the  spectrum  of  specific 
projects,  research  and  development,  and  the  regulatory  program. 
The  fiscal  year  1994  proposal  includes  a  balanced  and  substantial 
group  of  new  initiatives  that  will  result  in  investment  in  new  and 
existing  infrastructure.  These  include  construction,  major  rehabili- 
tation, preconstruction  engineering,  design,  and  feasibility  studies. 
These  new  starts  provide  the  basis  for  near-  and  intermediate-term 
construction  and  reflect  a  sound  program  producing  flood  control, 
commercial  navigation,  storm  damage  reduction,  and  environ- 
mental restoration  benefits. 

LONG-TERM  INVESTMENT  IN  INFRASTRUCTURE 

The  President's  economic  plan  has  major  focus  on  long-term  pub- 
lic investment  to  increase  productivity.  This  initiative  is  planned  as 
a  5-year,  $736  million  program  that  will  focus  on  deferred  mainte- 
nance requirements  in  fiscal  year  1994  and,  in  subsequent  years 
will  also  include  emerging  dam  safety  assurance  and  major  reha- 
bilitation construction  projects  that  stem  from  an  aging  infrastruc- 
ture. The  fiscal  year  1994  request  is  some  $96  million. 

DEFICIT  REDUCTION 

The  other  key  element  of  the  economic  program  is  balanced  defi- 
cit reduction,  which  has  several  components.  First,  Grovemment- 
wide  reductions  that  will  make  managing  the  Cjovemment  more 
cost  effective  were  applied  to  the  Corps  programs  in  areas  of  per- 
sonnel, pay  raise  adjustments,  administrative  expenses,  and  pro- 
gram streamlining.  Tlie  personnel  reductions  will  result  in  a  cut  of 
1,098  full-time  equivalents  by  the  end  of  fiscal  year  1995.  Adminis- 
trative expenses  have  been  reduced  3  percent  in  fiscal  year  1994 
and  will  be  reduced  by  14  percent  by  fiscal  year  1997  against  a  fis- 
cal year  1993  base. 
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Second,  the  program  includes  specific  revenue  measures,  each  of 
which  is  dependent  upon  a  legislative  proposal.  The  most  far-reach- 
ing of  these  is  a  phased-in  fuel  tax  that,  by  1997,  will  increase  the 
tax  from  20  cents  per  gallon  to  $1.20  per  gallon.  The  $1  per  gallon 
increase  will  finance  100  percent  of  the  navigation-related  oper- 
ation and  maintenance  on  the  taxed  segments  of  the  inland  water- 
way system.  In  addition,  there  is  an  increase  in  recreation  user 
fees  on  day-use  activities  that  will  help  offset  recreation  operation 
and  maintenance  costs.  The  final  revenue  proposal  relates  to  im- 
proved enforcement  of  the  harbor  maintenance  trust  fund  ad  valo- 
rem tax  that  will  result  in  an  increase  in  collections. 

Third,  the  economic  program  includes  a  deficit-reduction  package 
that  includes  program  specific  savings  which  are  achieved  by  fund- 
ing only  those  projects  that  contribute  to  the  President's  program. 

PROGRAM  HIGHLIGHTS 

This  budget  reflects  a  long-term  commitment  to  new  and  reha- 
bilitated infrastructure.  It  includes  38  new  survey  starts  at  a  cost 
of  $12  million  and  initiation  of  18  PED  studies,  of  which  14  are  the 
result  of  cost-sh£ired  feasibility  studies.  There  are  nine  new  con- 
struction projects,  with  a  total  cost  of  some  $760  million,  and  three 
new  separable  elements  of  ongoing  projects  with  a  fiscal  year  1994 
requirement  of  $7  million  and  total  cost  of  $73  million. 

Finally,  there  are  four  major  rehabilitation  new  starts,  with  a 
total  cost  of  $130  million.  Two  of  these,  I  might  mention,  are  inland 
waterway  projects  that  will  ultimately  require  some  $16  million 
from  the  inland  waterways  trust  fund. 

Within  the  operation  and  maintenance  program,  we  have  focused 
our  resources  on  high-priority  infrastructure  maintenance  activities 
and  constrained  lower  priority  operation  and  maintenance  work. 
This  effort,  which  has  resulted  in  the  maintenance  component  of 
some  $960  million,  I  believe,  is  in  consonance  with  the  guidance 
provided  in  the  last  year's  committee  report  on  adjusting  lower  pri- 
ority programs  to  optimize  the  use  of  available  resources. 

ENVIRONMENTAL  HIGHLIGHTS 

Several  environmental  initiatives  are  worthy  of  special  attention. 
Of  major  importance,  the  Corps,  in  partnership  with  the  Depart- 
ment of  the  Interior,  other  concerned  Federal  agencies,  and  the 
State  of  Florida,  will  proceed  with  a  review  of  the  central  and 
southern  Florida  project  to  identify  measures  for  restoration  of  the 
Everglades  ecosystem.  Due  to  increasing  competition  for  water  re- 
sources, there  is  an  urgent  need  for  an  in-depth  comprehensive 
study  of  the  central  and  southern  Florida  project  to  determine  what 
modifications  are  needed  and  to  restore  the  Everglades  ecosystem, 
while  accommodating  other  demands.  This  $1  million  reconnais- 
sance-level effort  which,  by  the  way,  we  will  be  initiating  next  week 
with  an  interagency  meeting  in  Florida,  will  be  in  addition  to  the 
high-priority,  ongoing  authorized  work  in  the  Everglades  and  in 
the  I^ssimmee  River  basin. 

In  the  research  and  development  area,  the  valuation  of  environ- 
mental investments  is  a  new  initiative  that  will  focus  on  the  need 
for  better  techniques  to  evaluate  different  environmental  invest- 
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ments.  Additionally,  $6  million  is  included  in  the  Corps*  research 
partnership  with  the  construction  industry  to  improve  productivity. 
Forty-nine  such  projects  have  been  funded  since  1989  at  a  cost  of 
over  $38  million,  with  64  percent  of  that  amount  coming  from  the 
construction  industry.  Finally,  we  are  requesting  $3  million  to  initi- 
ate the  Creation  of  Wetland  and  Other  Aquatic  Habitat  Program. 
This  program  was  authorized  by  the  Water  Resources  Development 
Act  of  1992  and  will  fund  cost-shared  projects  for  the  protection, 
restoration,  and  creation  of  aquatic  habitat  in  conjunction  with 
dredging  authorized  navigation  projects. 

SUPPORT  FOR  OTHERS 

Finally,  the  Corps  will  continue  to  support  other  agencies  by  pro- 
viding technical  assistance  on  a  reimbursable  basis.  Such  activities 
benefit  both  the  Corps  program  and  the  Government  as  a  whole, 
providing  opportunities  to  maintain  and  enhance  Corps  technical 
skills  while  utilizing  existing  expertise  in  the  interest  of  Govern- 
ment efficiency.  This  program  will  be  assisting  EPA's  Superfund 
and  DOE's  cleanup  of  HTRW  contamination,  as  well  as  more  than 
25  other  agencies,  including  the  Department  of  State  in  its  em- 
bassy renovation  program  in  the  former  Soviet  Union. 

Mr.  Chairman,  that  concludes  my  statement. 

Senator  Johnston.  Thank  you  very  much,  Dr.  Dickey. 

[The  statement  followsil 

Statement  of  G.  Edward  Dickey 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  pleased  to  be  testifying 
before  this  subcommittee  today  on  the  proposed  fiscal  year  (FY)  1994  budget  and 
the  fiscal  year  1994  portion  of  the  investment  in  infrastructure  for  the  Civil  Works 
program  of  the  Army  Corps  of  Engineers.  Assisting  me  are  Lieutenant  General  Ar- 
thur E.  Williams,  the  Chief  of  Engineers;  Mr.  Herbert  H.  Kennon,  the  Deputy  Direc- 
tor of  Civil  Works;  and  Mr.  Larry  Devick,  Acting  Chief  of  the  Civil  Works  Programs 
Division. 

In  these  times  of  change,  the  Army  takes  pride  in  the  Corps  of  Engineers  long 
history  of  service  to  the  Nation  in  water  resources  development  and  looks  forward 
toward  the  challenges  that  will  accompany  the  President's  program  of  investing  in 
the  future  of  the  Nation.  After  nearly  170  active  years  of  water  resources  project 
development,  the  Army  faces  the  growing  responsibility  of  maintaining  and  effi- 
ciently operating  this  extensive  system  of  water  resources  infrastructure.  At  the 
same  time,  current  environmental  and  infrastructure  problems  must  be  addressed 
with  innovative  solutions.  Moreover,  these  tasks  must  be  accomplished  within  the 
framework  established  by  the  President's  Comprehensive  Economic  Plan.  Thus,  the 
Corps  of  the  future  will  work  in  a  streamlined  environment  with  fewer  people  and 
reduced  administrative  expenses,  but  with  a  renewed  focus  on  long-term  investment 
and  economic  growth.  The  success  of  this  endeavor  will  depend  largely  on  the  ability 
of  the  Army  to  manage  the  Civil  Works  program  more  efficiently  and  effectively. 

The  unifying  vision  of  the  proposed  fiscal  year  1994  Army  Civil  Works  program 
is  the  challenge  of  building  for  the  future  while  preserving  the  successes  of  the  past. 

My  statement  includes  the  following  topics: 

— Overview  of  the  President's  fiscal  year  1994  Civil  Works  budget; 

— ^Application  of  President's  Comprehensive  Economic  Plan,  including:  long-term 
investment  in  infrastructxire,  and  deficit  reduction; 

— Corps  Reorganization  Plan  Status; 

— Program  Highlights; 

— Additional  Management  improvement  Measures; 

— Legislation  in  Support  of  the  Budget;  and 

— Reimbursable  Support  for  Other  Agencies. 


87 


OVERVIEW  OF  BUDGET 


The  fiscal  year  1994  budget  request  for  the  Civil  Works  program  includes  funds 
in  the  amount  of  $3.6  billion,  including  $96  million  for  additional  investment  in  in- 
frastructure under  the  President's  Economic  Plan.  This  request,  as  shown  in  Table 
A,  attached,  includes  $122  million  fi-om  the  inland  Waterways  Trust  Fund,  $505 
million  from  the  Harbor  Maintenance  Trust  Fund,  $18  million  from  the  Special 
Recreation  User  Fee  Fund,  smd  $350,000  fix)m  the  new  Oil  Spill  Research  Account. 
The  Civil  Works  budget  request  is  supplemented  by  non-Federal  funds  totaling  $203 
million,  and  by  $32  million  from  the  Coastal  Wetlands  Restoration  Trust  Fund, 
bringing  the  total  Civil  Works  program  for  fiscal  year  1994  to  nearly  $3.9  billion. 

This  budget  reflects  a  soimd  program  focused  on  producing  flood  control,  commer- 
cial navigation,  storm  damage  reduction,  and  environmental  restoration  benefits.  It 
recognizes  the  importance  of  maintaining  and  enhancing  the  productivity  of  the 
large,  aging  inventory  of  existing  projects  and,  at  the  same  time,  provides  ftinds  for 
new  work  at  all  stages  of  project  development.  The  budget  request  includes  $50  mil- 
lion in  fiscal  year  1994  for  these  new  investments,  which  carry  a  total  cost  of  $1.01 
billion  over  the  next  several  years.  Of  this  total,  $242  million,  made  up  of  cash, 
lands,  easements,  and  rights-of-way,  will  be  provided  by  non-Federal  sponsors.  In 
addition  to  this  new  project  development  investment  program,  the  budget  proposes 
$96  million  for  enhanced  maintenance  as  the  first  year  of  the  President's  long-term 
infi*astructure  investment  program,  and  $7  milhon  for  new  research  and  develop- 
ment activities  that  are  expected  to  pay  large  long-term  dividends. 

The  budget  request  for  fiscal  year  1994  is  down  1  percent  in  overall  appropria- 
tions when  compared  to  the  fiscal  year  1993  level  enacted  to  date.  Proposed  in- 
creases of  2.4  percent  in  Operation  and  Mfdntenance,  General,  and  7  percent  in  the 
Regulatory  Program  are  offset  by  reductions  elsewhere,  principally  in  the  Construc- 
tion, Greneral,  account. 

PRESroElSPT'S  COMPREHENSIVE  ECONOMIC  PLAN 

On  February  17,  1993,  the  President  addressed  Congress  and  the  Nation  and  out- 
lined a  strategy  for  the  fixture  in  the  form  of  a  Comprehensive  Economic  Plan.  Fol- 
lowing is  a  discussion  of  how  the  elements  of  the  F^-esident's  plan  axe  reflected  in 
the  Civil  Works  budget  request  for  fiscal  year  1994. 

Long-term  investment  in  infrastructure 

The  President's  long-term  investment  program  includes  $96  million  for  the  Corps 
and  is  part  of  this  budget  request.  It  would  provide  a  total  of  $736  million  in  new 
budget  authority  over  flie  period  fiscal  year  1994-98.  The  fiscal  year  1994  amount 
would  focus  on  deferred  maintenance  requirements,  while  subsequent  funding  would 
address  emerging  major  rehabilitation  and  dam  safety  construction  requirements 
that  stem  from  an  aging  infi^structure. 

Deficit  reduction 

The  President's  program  for  deficit  reduction  was  applied  to  the  Corps  in  two 
ways:  Government-wide  reductions  that  make  managing  the  Grovemment  more  cost- 
effective;  and  savings  specific  to  the  Civil  Works  program.  The  fiscal  year  1994 
budget  request  is  net  of  these  savings. 

Government-wide  reductions. — ^The  Corps  program  has  accommodated  its  share  of 
Government-wide  reductions  in  the  areas  of  personnel,  pay  raise  adjustments,  ad- 
ministrative expenses,  and  program  streamlining. 

Personnel  reductions. — ^The  4  percent  reduction  in  Full  Time  Equivalent  (FTE) 
workyears  is  required  by  Executive  Order  to  be  phased  in  over  a  three  year  period, 
starting  in  fiscal  year  1993.  This  will  result  in  an  added  reduction  of  274  FTE  in 
fiscal  year  1993  and  a  total  decrease  of  1,098  FTE  by  the  end  of  fiscal  year  1995. 
The  Executive  Order  also  requires  that  at  least  10  percent  of  the  reductions  come 
fi:t)m  the  Senior  Executive  Service,  GS-15,  and  GS-14  levels  or  equivalent. 

Pay  raise. — ^The  President  has  proposed  that  there  be  no  pay  raise  or  locality  pay 
increase  for  Federal  employees  in  Calendar  Yeeir  1994. 

Administrative  expenses. — By  Executive  Order,  the  President  has  directed  that 
each  agency  reduce  its  administrative  costs  fi:t)m  its  1993  base  by  3  percent  in  fiscal 
year  1994,  6  percent  in  fiscal  year  1995,  9  percent  in  fiscal  year  1996,  and  14  per- 
cent in  fiscal  years  1997-98. 

Program  streamlining. — ^As  part  of  its  effort  to  increase  productivity  and  stream- 
line agency  operations,  the  Corps  has  reduced  those  activities  that  are  pro- 
grammatic in  nature,  holding  the  anniial  increases  to  less  than  constant  dollar  lev- 
els. 
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Program  specific  savings. — In  addition  to  the  Government- wide  reductions,  the  fis- 
cal year  1994  budget  reflects  other  reductions  specific  to  the  Army  Civil  Works  pro- 
gram. 

Stretchout / reduce  low  priority  construction  projects. — The  deficit  reduction  pack- 
age includes  program  specific  savings  by  fiinding  only  those  projects  that  contribute 
to  the  Presidents  program.  Low  priority  projects  are  not  funded  because  they:  (1) 
are  not  economically  justified,  (2)  are  not  a  Federal  responsibility,  or  (3)  were  ex- 
empted fix)m  standard  non-Federal  cost  sharing. 

Reducing  subsidies. — ^Three  revenue  enhancement  proposals  for  the  Army  Civil 
Works  program  were  included  in  the  President's  program  to  reduce  the  deficit.  En- 
actment of  proposals  to  expand  inland  waterway  user  fees  and  recreation  user  fees 
will  result  in  revenue  increases  of  some  $44  million  in  fiscal  year  1994;  and  enact- 
ment of  a  proposal  to  finance  better  oversight  and  enforcement  of  the  existing  ad 
valorem  fee  for  harbor  maintenance  will  increase  revenues  deposited  into  the  Har- 
bor Maintenance  Trust  Fund  by  up  to  $17  million  in  fiscal  year  1994. 

Inland  waterways  trust  fund. — ^A  schedule  of  phased  increases  is  proposed  in  the 
fuel  tax  currently  paid  by  inland  waterway  operators  from  the  existing  $0.17  per 
gallon  (1993)  to  $1.20  in  calendar  year  1997  (and  adjustments  for  inflation  there- 
after). The  total  increase  would  be  a  combination  of  the  $0.03  increase  currently 
mandated  by  law  to  help  finance  inland  waterway  construction  and  rehabilitation 
and  a  newly  proposed  $1.00  increment  to  finance  the  Corps  of  Engineers  Operations 
and  Maintenance  expenses  incurred  to  support  commercial  navigation  on  the  inland 
waterway  system.  The  inland  waterways  system  is  the  most  highly  subsidized  com- 
mercial fi-eight  transportation  mode.  In  fiscal  year  1993,  over  85  percent  of  the 
Corps  expenditures  required  to  build,  operate,  and  maintain  the  public  rights  of  way 
for  commercial  navigation  come  from  general  appropriations  and  will  not  be  reim- 
bursed. This  includes  about  $430  million  in  taxpayer  supported  expenditures  on 
commercial  navigation  operation  and  maintenance.  A  tax  increase  of  the  magnitude 
proposed  will  require  adjustments  by  the  barge  industry  as  well  as  water  shippers. 
However,  the  consequences  of  this  increase  are  not  as  dire  as  some  in  the  industry 
are  predicting.  For  example,  the  increased  cost  of  moving  grains  long  distances  on 
the  Mississippi  River  for  export,  assuming  the  tax  is  passed  on  as  higher  barge 
rates,  would  be  $0.06  to  $0.07  per  bushel.  This  represents  a  small  portion  of  the 
export  price  for  these  commodities  (approximately  3  percent  for  com  and  2  percent 
for  wheat).  We  recognize  that  even  tms  amount  is  not  trivial  to  those  who  would 
absorb  this  change.  If  there  is  movement  of  commodities  off"  the  waterways,  shippers 
could  avoid  some  of  the  barge  rate  increases,  but  barge  companies  would  lose  vol- 
ume that  could  range  from  5  to  12  percent.  Nonetheless,  we  believe  that,  on  balance, 
the  case  for  removing  taxpayer  subsidies  to  commercial  users  of  the  inland  water- 
way system  is  strong. 

Harbor  maintenance  trust  fund  administrative  cost. — This  proposal  would  provide 
authority  to  use  up  to  $5  million  annually  fi-om  the  Harbor  Maintenance  Trust  Fund 
for  administrative  costs  to  improve  the  enforcement  of  harbor  maintenance  fees.  The 
estimated  offsetting  revenues  are  $264  million  over  5  years. 

Recreation  user  fees. — An  increase  in  recreation  user  fees  is  proposed  at  facilities 
provided  by  the  Army  and  other  federal  agencies.  For  the  Army,  the  proposal  would 
^ve  the  Corps  the  authority  to  charge  for  day  use  facilities,  such  as  boat  launching 
sites,  and  swimming  beaches,  and  eliminate  the  requirement  to  have  free  c£unping 
sites.  Fee  increases  would  range  fi-om  $1  to  $3  per  site  or  activity,  but  in  no  case 
greater  than  $3  per  site  or  activity.  These  funds  would  be  used  to  offset  recreation 
program  costs.  Estimated  savings  over  five  years  would  be  $90  million. 

CORPS  REORGANIZATION  PLAN  STATUS 

Reorganization  of  the  Corps  of  Engineers  represents  a  promising  means  of  achiev- 
ing the  reductions  in  personnel  and  administrative  costs  that  are  envisioned  in  the 
President's  Comprehensive  Economic  Plan.  Following  direction  provided  by  the  Ap- 
propriations Committee,  and  in  keeping  with  the  testimony  presented  a  year  ago, 
a  reorganization  plan  was  proposed  in  November.  That  proposed  plan  has  not  been 
approved  by  the  Secretary  of  Defense  and  currently  is  the  subject  of  ongoing  review 
by  Secretary  Aspin's  staff.  The  Secretary  has  stated  most  recently  in  testimony  be- 
fore the  BRAC  Commission  that  he  recognizes  the  need  for  the  Corps  to  be  re- 
aligned and  ejcpects  to  have  a  proposal  within  the  next  couple  of  months.  In  the  in- 
terim, reorganization  is  on  hold. 

The  fisc^  year  1994  budget  request  for  the  General  Expenses  account  included 
a  reference  to  a  fiscal  year  1993  legislative  supplemental  proposal  to  cover  an  antici- 
pated manpower  funding  shortfall.  The  shortfall  is  due  to  the  delay  in  implementing 
the  Corps  reorganization  plan.  The  proposal  was  inadvertently  omitted  from,  the 
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President's  fiscal  year  1993  supplemental  request.  The  shortfall  is  presently  being 
reviewed  to  determine  whether  it  is  still  necessary. 

PROGRAM  mOHLIGHTS 

The  Army  Civil  Works  program  in  its  entirety  can  be  seen  as  a  long-term  invest- 
ment in  economic  development.  This  is  achieved  not  only  through  the  planning,  con- 
struction, and  maintenance  of  infrastructure  projects,  but  also  through  the  preserva- 
tion and  restoration  of  environmental  resources  that  wHl  sustain  the  quahty  of  life 
in  tiiis  country  and  support  the  infrastructure  of  the  future. 

New  starts 

The  budget  provides  $30  million  in  fiscal  year  1994  construction  funding  for  16 
new  starts,  comprised  of  9  new  projects,  4  major  rehabilitation  projects,  and  3  sepa- 
rable elements  at  existing  projects.  One  of  these  elements,  Missouri  River  Levee 
System,  Unit  L-385,  also  known  as  the  Riverside-Qxiindaro  Bend  Levee  Project,  has 
been  included  in  the  budget  only  on  the  basis  of  additional  voluntary  project  cost 
sharing  agreed  to  by  the  sponsor,  that  reflects  the  cost  associated  with  land  develop- 
ment benefits.  The  total  project  cost  of  these  16  new  projects  is  $962  million.  In  ad- 
dition, the  request  for  the  General  investigations  account  includes  $12.3  million  for 
38  new  surveys  and  $8  million  for  18  new  pre-construction  engineering  and  design 
projects,  of  which  14  follow  cost  shared  feasibility  studies  under  the  seamless  fund- 
ing practice.  The  research  and  development  program  includes  $7  million  to  initiate 
5  new  research  activities.  The  new  starts,  separable  elements,  and  major  rehabilita- 
tion projects  are  listed  in  Table  B. 

Infrastructure  maintenance 

The  Operation  and  Maintenance,  General,  budget  request  was  developed  around 
the  principle  of  constraining  growth  in  the  cost  of  project  operations  so  that  a  great- 
er proportion  of  available  ninding  can  be  devoted  to  maintenance  of  the  large  and 
aging  mventory  of  water  resources  infi-astructiire  projects.  Moreover,  priority  was 
given  to  project  maintenance  that  provides  benefits  to  navigation,  flood  control  and 
hydropower.  Of  the  fiscal  year  1994  request  of  $1,658  million  for  Operation  and 
Maintenance,  General,  $960  miUion,  fiilly  58  percent,  is  for  maintenance  and  in- 
cludes the  $96  nuUion  for  infrastructure  investment  in  accord  with  the  President's 
Economic  Plan.  A  total  of  $680  million  or  41  percent,  is  for  operations.  The  propor- 
tion for  maintenemce  represents  an  increase  of^  14  percent  over  that  of  the  fiscal  year 

1993  budget  request.  By  focusing  resources  on  preserving  and  increasing  the  produc- 
tivity of  uiese  projects,  tiie  bucket  maximizes  the  benefit  of  the  infrastructure  in- 
vestments. 

Environmental  activities 

Environmental  activities  of  the  Corps  have  evolved  over  recent  years  into  a  coher- 
ent program  with  a  unified  philosophy — the  restoration  and  preservation  of  signifi- 
cant environmental  resources  consistent  with  the  dual  fiscal  principles  of  efficiency 
and  cost  sharing.  Cost  efficiency  is  achieved  through  proiect  formulation  and  design. 
Cost  sharing  in  implementation  ensures  that  non-Feaeral  governmental  entities 
support  and  are  directiy  involved  in  decisionmaking  about  the  scope  of  the  activities. 

In  order  to  support  environmental  investments  over  the  long  term,  particularly 
in  face  of  present  and  future  budgetary  constraints,  better  methods  must  be  devel- 
oped to  evaluate  environmental  restoration  proposals  and  to  measure  their  effective- 
ness after  implementation.  The  Corps  continues  to  develop  procedures  to  ensure 
that  cost  effectiveness  is  built  into  Army  recommendations.  Although  traditional 
benefit  analysis  cannot  usually  be  conducted,  projects  to  be  recommended  and  un- 
dertaken will  be  restricted  to  those  where  benefits  cited  to  iustify  Corps  involvement 
are  recognized  as  significant  in  identified  and  documented  ways  and  are  judged  to 
outweigh  tiie  costs.  The  fiscal  year  1994  budget  for  research  and  development  in- 
cludes a  proposal  that  is  integral  to  this  effort. 

Environmentally  related  programs  and  activities  have  been  accorded  a  high  prior- 
ity throughout  the  budget  formulation  process.  Proposed  fiscal  year  1994  funding  for 
environmental  activities  within  the  Civil  Works  program  totals  $417  million.  The 
Environmental  Funding  Table,  Table  C,  reflects  a  steady  increase  since  fiscal  year 
1992.  This  year,  tracking  of  environmental  investments  has  been  expanded  to  also 
cover  the  costs  dealing  with  hazardous  and  toxic  wastes  identified  on  Civil  Works 
project  sites.  Environmental  activities  that  figure  prominently  in  the  fiscal  year 

1994  Civil  Works  program  are  discussed  individually. 

Everglades  ecosystem  restoration. — ^The  Army  is  an  active  partner  in  the  impor- 
tant area  of  ecosystem  restoration.  Cooperative  Federal/State  efforts  are  underway 
that  will  lead  to  the  restoration  of  the  Everglades  ecosystem.  These  high  priority 
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activities  represent  a  significant  commitment  bv  the  Department  of  Interior,  the 
Army,  and  tne  non-Federal  partner,  the  South  Florida  Water  Management  District, 
to  reverse  the  negative  environmental  efifects  of  past  development  decisions.  The  re- 
covery and  enhancement  of  environmental  resources  of  national  significance  are  at 
stake  in  these  highly  visible  efforts. 

The  July  11,  1991,  settiement  agreement  for  United  States  v.  the  South  Florida 
Water  Management  District  requires  the  Corps  to  cooperate  in  the  modification  of 
the  regulation  of  the  Central  and  Southern  Florida  (C&SF)  project  in  order  to  sup- 
port the  objectives  of  the  agreement  and  to  consider  the  environmental  and  water 
quality  commitments  of  the  agreement  in  developing  projects.  Due  to  increasing 
competition  for  water  resources,  there  is  an  urgent  need  for  an  in-depth  comprehen- 
sive study  of  the  C&SF  Project  to  determine  what  modifications  are  needed  to  pro- 
tect and  restore  the  Everglades  ecosystem  while  accommodating  other  demands.  The 
Water  Resources  Development  Act  of  1992  authorized  such  a  study,  and  we  will  ini- 
tiate the  reconnaissance  phase  of  this  study  in  fiscal  year  1993  using  available 
funds.  The  central  organizing  theme  of  the  study  will  be  restoration  of  the  Ever- 
glades ecosystem  while  accommodating  other  demands  for  water  and  related  land 
resources  in  south  Florida.  The  reconnaissance  phase  will  take  approximately  18 
montiis  and  $1,000,000  at  full  Federal  cost  to  complete.  This  will  be  followed  by  one 
or  more  cost-shared  feasibility  studies.  Recognizing  the  complexity  of  ecological  res- 
toration and  the  extensive  interaction  between  the  ecosystem  and  other  uses  of 
water  and  related  land  resources,  oversight  of  the  study  will  be  provided  by  a  Wash- 
ington level  committee.  The  committee  will  provide  policy  guidance,  study  coordina- 
tion, and  appropriate  agency  participation.  The  committee  will  include  representa- 
tives from  DOI,  EPA,  and  NOAA. 

The  Kissimmee  River  Flood  Control  Project  was  constructed  by  the  Corps  in  the 
1960's  and  consists  of  canals  and  water  control  structxires.  However,  the  project's 
construction  also  reduced  wetland  acreage  and  degraded  water  quality,  which  in 
turn  caused  a  decline  in  fish  and  wildhfe  species  diversity  and  populations.  The  eco- 
system recovery  plan  provides  for  operation  of  the  upper  lakes  over  a  wider,  more 
natural  range  of  water  levels  and  for  restoration  of  a  riverine  ecosystem  in  the  lower 
basin. 

The  Kissimmee  River  Headwaters  Revitalization  Project,  authorized  by  Section  46 
of  the  Water  Resources  Development  Act  of  1988,  will  modify  the  existing  Federal 
project  in  the  upper  basin  to  restore  more  natural  flows  into  the  lower  basin.  Work 
consists  of  improvements  to  the  existing  features  in  the  upper  chain  of  lakes  to 
allow  the  lakes  to  be  operated  over  a  wider  range  of  water  levels. 

The  Kissimmee  River  Restoration  Proiect,  authorized  bv  the  Water  Resources  De- 
velopment Act  of  1992,  will  further  mooify  the  existing  Federal  project  by  restoring 
the  former  wetland  ecosystem  in  the  lower  basin,  with  its  associated  wildlife,  fish- 
ery, water  quality  and  aesthetic  values.  Major  components  of  the  plan  include  land 
acquisition,  channel  backfiUing,  new  channel  construction,  and  water  control  struc- 
ture removal. 

Both  of  these  projects  are  currentiy  in  the  design  stage  using  $25.3  million  pre- 
viously appropriated  for  the  Headwaters  Revitalization  Project.  Construction  is 
scheduled  to  begin  in  fiscal  year  1996  for  the  Revitalization  Project  and  in  fiscal 
year  1997  for  the  Restoration  Project,  subject  to  appropriation  of  construction  funds 
for  the  latter  work. 

The  Central  and  Southern  Florida  Flood  Control  Project  is  the  Corps  largest 

groject  in  Florida,  and  elements  of  it  have  been  iinder  construction  for  4  decades, 
arts  of  the  project  must  operate  to  serve  various  purposes  that  are  often  in  conflict, 
such  as  agricultural  flood  protection,  municipal  and  industrial  water  supply,  and 
water  deliveries  to  the  Everglades  National  Park. 

In  cooperation  with  the  National  Park  Service  as  authorized  by  the  Everglades 
National  Park  Protection  and  Expansion  Act  of  1989,  major  ecosystem  recovery  ac- 
tivities are  underway  that  will  lead  to  the  modification  of  certain  water  control 
structures  in  the  Central  and  Southern  Florida  water  management  system  to  im- 
prove the  flow  regime  through  Shark  River  Slough  into  the  Everglades  National 
Park.  Construction  will  include  water  control  structures,  canals,  and  levees  to  facili- 
tate the  transfer  of  water  into  the  Park  and  redistribute  water  more  naturally,  and 
a  flood  mitigation  system  consisting  of  pump  stations,  canals,  and  levees  to  mitigate 
flood  impacts  on  residential  and  Indian  areas  adjacent  to  the  Park  expansion  bound- 
ary. All  funding  for  this  work  is  being  provided  through  the  Department  of  the  Inte- 
rior. 

Another  segment  of  the  Central  and  Southern  Florida  project.  Canal  C-111,  sepa- 
rates the  Everglades  National  Park  frova  extensive  agricultiiral  areas  in  south  Dade 
County  at  the  extreme  downstream  limit  of  the  project  in  the  headwaters  of  Taylor 
Slough  within  the  Park.  C-111  is  subject  to  upstream  water  management  activities 
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required  to  satisfy  varied  project  purposes.  Hydrologic  data  indicates  that  Taylor 
Slough  is  substantially  drier  than  it  was  prior  to  construction  of  the  water  manage- 
ment facilities  of  the  Central  and  Southern  Florida  project.  Everglades  National 
Park  interests  desire  to  reestablish  the  natural  hydrologic  conditions  in  Taylor 
Slough  which  will  require  generally  higher  water  levels  characterized  by  wider  fluc- 
tuations between  flood  and  drought.  South  Dade  County  agricultiu-al  interests  de- 
sire water  levels  that  are  generally  constant  at  lower  levels  than  occur  naturally. 
The  existing  water  management  system  is  not  adequate  to  accommodate  the  desires 
of  both  interests.  Preparation  of  a  General  Reevaluation  Report  for  C-111  is  under- 
way using  Central  and  Southern  Florida  funds  with  completion  scheduled  in  Decem- 
ber 1993.  Current  efforts  are  focusing  on  studies  of  modifications  to  C-111  to  main- 
tain or  enhance  flood  protection  while  restoring  sheet  flow  to  the  lower  portion  of 
the  Park  through  Taylor  Slough. 

Columbia  River  anadromous  fish  restoration. — ^The  fiscal  year  1994  program  con- 
tinues to  support  regional  and  national  efforts  to  restore  the  threatened  and  endan- 
gered salmon  species  in  the  Columbia  River  basin.  Funds  in  the  amount  of  $35.1 
million  are  included,  for  example,  to  continue  the  program  of  juvenile  fish  bypass 
construction  at  six  lower  Columbia  and  Snake  River  Dams.  Funds  totaling  $13.2 
million  also  are  included  to  continue  analysis  and  evaluation  of  the  physical  and  bio- 
logical effects  of  alternatives  for  improvement  of  conditions  for  migrating  salmon, 
including  funds  necessary  to  carry  out  biological  tests  and  evaluations  of  drawdown 
alternatives  dvuing  fiscal  year  1994  in  conjunction  with  the  National  Marine  Fish- 
eries Service.  The  Department  of  tiie  Army  is  committed  to  the  thorough  analysis 
and  evaluation  of  the  physical  and  biological  effects  of  promising  restoration  meas- 
ures, so  that  the  region  and  Nation  will  be  in  the  position  to  make  an  informed 
choice  among  alternatives  for  salmon  restoration. 

Coastal  ^Gnerica. — The  Coastal  America  program  continues  to  demonstrate  the 
value  of  taking  a  collaborative,  action-oriented  approach  to  solving  the  environ- 
mental problems  facing  our  coastal  resources.  From  its  genesis  in  1991,  with  the 
Army,  through  its  Civil  Works  program,  as  one  of  the  founding  four  Federal  agen- 
cies, the  partnership  has  grown  to  include  more  than  20  Federal  agencies  and  over 
100  non-Federal  partners.  Coastal  America  is  designed  to  combine  talents  and  re- 
sources at  the  Federal,  State  and  local  levels  to  address  three  specific  problems  in 
our  coastal  regions:  habitat  loss  and  degradation;  non-point  source  pollution  and 
contaminated  Sediments.  Coastal  America  represents  an  important  new  approach  to 
environmental  restoration  and  protection,  and  we  are  pleased  that  the  Anny  plays 
a  key  role  in  this  successful  partnership. 

Creation  of  wetlands  and  other  aquatic  habitat.  The  fiscal  year  1994  budget  in- 
cludes $3  million  to  initiate  this  new  program  which  was  authorized  by  Section  204 
of  the  Water  Resources  Development  Act  of  1992.  These  funds  will  be  used  to  fi- 
nance Federal  participation  in  cost  shared  projects  for  the  protection,  restoration 
and  creation  of  aquatic  and  ecologically  related  habitats,  including  wetlands,  in  con- 
nection with  dredging  for  construction,  operation,  or  maintenance  of  an  authorized 
navigation  project. 

Section  1135  program. — ^This  program,  authorized  by  the  Water  Resources  Devel- 
opment Act  of  1986,  provides  for  the  modification  of  Corps  constructed  projects  in 
the  interest  of  habitat  restoration.  To  date,  7  projects  have  been  approved  for  con- 
struction and  one  of  liiese  is  complete.  Studies  fuiided  include  restoration  of  oxbow 
lakes,  wetland  modifications,  and  fish  ladder  modifications.  Several  of  these  projects 
will  contribute  to  meeting  the  goals  of  the  North  American  Waterfowl  Management 
Plan.  The  fiscal  year  1994  request  of  $7.5  million  will  enable  all  phases  of  this  pro- 
gram to  proceed  in  an  orderly  fashion. 

Regulatory  program 

The  fiscal  year  1994  budget  request  for  the  Regulatory  Program  is  $92  million. 
These  funds  will  be  used  to  continue  to  improve  service  to  the  public  by  reducing 
application  backlogs  and  expediting  permit  evaluations  and  violation  resolution. 
TVaining  and  technical  support  for  wetlands  protection  will  continue.  In  addition,  $2 
million  will  be  used  to  fixiance  grade  increases  for  regulatory  personnel.  This  up- 
grade initiative  will  improve  performance  and  efficiency  by  enabling  the  Corps  to 
retain  its  specialized  personnel  in  this  demanding  program.  An  eflBcient  regulatory 
program,  with  timely  decisions,  is  crucial  to  responsible  state  and  local,  as  well  as 
Federal,  infi-astructure  improvement. 

Research  and  development 

Two  research  and  development  activities  merit  specific  mention  because  of  their 
direct  relationship  to  long  range  infi-astructure  investment  and  to  environmental 
protection  and  restoration. 
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Recognizing  the  difficulty  of  measuring  the  benefits  produced  by  environmentally 
oriented  projects,  we  are  proposing  a  new  research  program,  Evaluation  of  Environ- 
mental investments,  to  develop  an  ev£duation  firamework  and  to  develop  techniques 
and  procedures  to  evaluate  and  prioritize  environmental  investments.  The  results 
of  this  research  should  assist  a  broad  range  of  agencies  and  interests  in  evaluating 
environmental  activities. 

The  ongoing  Construction  Productivity  Advancement  Research  program  is  a  dem- 
onstration of  the  advances  that  can  be  made  when  Federal  researchers  and  funds 
are  combined  with  industry  resources  to  bring  emerging  technologies  to  the  market 
place.  It  is  a  cost  shared  program  with  the  U.S.  construction  industry  to  develop 
and  bring  into  practice  new  ideas  and  technologies  for  improving  construction  pro- 
ductivity. 

Forty-nine  projects  have  been  funded  through  the  fiscal  year  1989-1992  programs 
for  a  total  investment  of  over  $38  million.  The  Corps  has  provided  36  percent  of  the 
funds  and  the  construction  industry  partners  64  percent.  Ninety-four  construction 
industry  firms  and  organizations  are  participating  in  the  projects. 

Changes  in  Army's  ability  to  pay  procedures 

The  cost  sharing  provisions  for  flood  control  projects  established  in  the  Water  Re- 
sources Development  Act  of  1986  included  a  requirement  that  the  Secretary  of  the 
Army  develop  and  apply  an  ability  to  pay  test.  On  October  2,  1989,  Army  published 
a  regulation  for  this  purpose.  This  rule  has  been  the  object  of  continued  Congres- 
sional concern.  Section  201  of  the  1992  Water  Resources  Development  Act  directed 
a  review  of  the  regulation  in  light  of  prevailing  economic  conditions  such  as  those 
associated  with  six  projects  specified  in  the  act,  and  amendment  of  the  regulation 
to  the  extent  that  the  &cretary  of  the  Army  determines  necessary. 

We  have  completed  this  study  and  a  draft  copy  is  available  for  review.  The  study 
will  be  the  basis  of  any  new  proposed  rule  which  could  be  published  in  the  Federal 
Re^ster  later  this  year.  The  study  we  have  completed  shows  that  a  general  rule 
which  is  broad  enough  to  lower  the  non-Federal  share  of  all  of  the  six  projects  speci- 
fied in  the  Act  would  lead  to  reductions  in  the  non-Federal  share  for  more  than  one 
hedf  of  the  50  projects  included  in  a  programmatic  sample.  This  result  would  be  a 
serious  change  in  cost  sharing  philosophy  and  the  modifications  we  would  propose 
will  not  be  so  substantial.  The  modifications  should  be  based  on  the  same  basic  prin- 
ciples as  the  original  rule:  fairness,  simplicity,  uniformity  of  application,  and  limita- 
tion to  exceptional  cases. 

ADDITIONAL  MANAGEMENT  IMPROVEMENT  MEASURES 

We  wish  to  bring  to  the  attention  of  the  subcommittee  additional  management  im- 
provement measures  which  we  are  pursuing.  These  are  as  follows: 

Recreation 

A  review  of  the  management  of  the  Corps  recreation  program  was  recently  com- 
pleted. The  purpose  of  me  review  was  to  improve  its  partnerships  with  the  states 
and  private  sector  by  reducing  unjustified  regulation  of  their  activities  at  Civil 
Works  projects,  provide  for  consistent  application  of  policies  across  the  country,  and 
to  provide  for  cost  effective  management  of  Corps  operated  facilities.  The  Corps  com- 
pleted this  review  this  past  winter  and  implementation  of  many  needed  changes  are 
proceeding.  The  most  significant  changes  will  be  seen  in  our  relationships  with  the 
states  who  presently  lease  35  percent  of  the  acreage  used  for  recreation  at  Corps 
projects  and  provide  for  28  percent  of  the  visitation.  We  will  soon  be  offering  those 
states  an  opportunity  to  modify  their  leases  in  a  manner  which  wiU  provide  them 
with  more  authority  to  operate  those  areas  as  they  see  fit  with  much  reduced  over- 
sight by  the  Corps.  We  believe  these  changes  will  reduce  their  costs  by  eliminating 
unnecessary  reporting  requirements  and  our  costs  by  eliminating  the  need  to  review 
those  reports  and  monitor  their  activities  so  closely.  Similar  cnanges  will  also  be 
made  in  leases  to  others,  however,  the  Corps  will  still  maintain  a  fairly  high  level 
of  oversight  of  other  lessees.  Other  changes  will  be  made  to  reduce  the  costs  of  ad- 
ministering the  shoreline  management  program. 

Project  operation  and  maintenance 

The  first  comprehensive  analysis  of  the  project  operation  and  maintenance  pro- 
gram was  completed  in  September  1992,  using  an  outside  contractor.  The  recent 
emergence  of  operations  ana  maintenance  expenditures  as  the  single  largest  individ- 
ual program  in  the  budget  provided  impetus  for  this  effort.  Given  the  financial  pres- 
sures caused  by  tight  budgets  on  the  one  hand,  and  by  aging  of  an  ever  growing 
project  inventory  on  the  other,  there  was  a  need  to  evaluate  the  way  the  Corps  was 
conducting  business.  Our  intent  is  to  assure  that  Federal  expenditures  for  project 
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operation  and  maintenance  provide  justified  levels  of  service  in  the  least  cost  man- 
ner. 

The  contractor  identified  options  and  recommendations  in  nimierous  areas  where 
efiBciency  improvements  seemed  possible.  The  Corps  of  Engineers  has  completed  an 
initial  review  of  the  contractor's  study  and  is  assembling  task  forces  to  fully  define 
and  facilitate  implementation  of  those  options  which  are  of  the  highest  priority  with 
the  largest  payoff. 

The  promising  options  may  be  divided  into  two  groups.  The  first  group  are  those 
options  that  are  associated  with  the  actual  management  and  operation  of  projects 
and  thus  can  be  implemented  by  various  field  offices  and  project  managers  with 
minimum  headquarters  guidance.  Some  of  these  options — for  example,  implementa- 
tion of  automated  management  data  systems  and  multi-site  contracting  proce- 
dures— are  being  worked  on  now. 

The  second  group  of  options  are  those  that  have  programmatic  implications — for 
example,  options  relating  to  budget  formulation,  presentation  and  execution — and 
require  extensive  headquarters  involvement.  Even  here,  however,  steps  already 
have  been  taken  to  update  the  fiscal  year  1995  budget  preparation  guidance.  Specifi- 
cally, additional  emphasis  will  be  directed  toward  continued  constraint  in  the 
growth  of  the  operations  features  so  as  to  maximize  the  proportion  of  available  re- 
sources that  will  be  devoted  to  maintenance  requirements.  Toward  this  end.  Corps 
field  offices  are  being  encouraged  to  use  the  O&M  study  results — for  example,  the 
recommended  conversion  of  certain  project  operations  to  remote  control — to  imple- 
ment efficiency  improvements  and  cost  reduction  measures  whenever  possible.  As 
the  task  forces  complete  review  and  definition  of  the  high  priority  options,  the  Corps 
will  make  appropriate  recommendations  to  the  Assistant  Secretary  of  the  Army  for 
Civil  Works  for  final  disposition  of  the  contractor's  study. 

LEGISLATION  IN  SUPPORT  OF  THE  BUDGET 

Three  legislative  proposals  are  involved  in  the  fiscal  year  1994  budget  rec- 
ommendation. All  three  are  specific  elements  of  the  President's  Comprehensive  Eco- 
nomic Plan,  and  they  are  critical  to  the  financing  of  Civil  Works  programs  and  ac- 
tivities not  only  in  the  budget  year,  but  in  the  future  as  well. 

Recreation  user  fees 

The  Corps  currently  has  authority  to  charge  user  fees  for  camping,  and  special 
use  activities  such  as  use  of  group  picnic  shelters.  However,  at  each  project  where 
camping  is  provided,  the  Corps  is  required  to  have  a  free  campground.  In  addition, 
the  Corps  is  precluded  from  charging  for  the  use  of  day  use  facilities,  such  as 
launching  ramps  and  swimming  beaches.  Legislation  is  being  proposed  which  would 
allow  the  Corps  to  charge  for  day  use  facilities  and  eliminate  the  requirement  for 
free  campgrounds.  "The  fee  would  range  fi-om  $1  to  $3  dollars  per  site  or  activity, 
but  in  no  case  would  the  increase  be  more  than  $3.  No  fees  would  be  charged  for 
wayside  exhibits,  overlook  sites,  general  visitor  information,  or  comfort  facilities. 
These  fees  will  be  used  to  offset  the  Corps  expenditures  to  provide  these  facilities. 
However,  they  will  also  benefit  states  and  other  local  governments  who  provide 
similar  facilities  on  Corps  lakes  and  charge  for  use  of  their  facilities  by  eliminating 
this  unfair  competition  for  users. 

Inland  waterways  trust  fund 

This  proposal  would  authorize  the  Inland  Waterways  Trust  Fund  to  fund  100  per- 
cent of  the  Corps  operation  and  maintenance  costs  on  the  taxed  segments  of  the  in- 
land waterways  system  within  four  years.  Fuel  taxes  would  be  increased  each  year, 
starting  in  1994,  in  accordance  with  a  proposed  fee  schedule.  The  legislation  would 
allow  for  indexing  once  the  tax  rate  reaches  its  cap. 

Harbor  maintenance  trust  fund  administrative  cost 

This  proposal  would  provide  authority  to  use  up  to  $5  million  annually  fi"om  the 
Fund  to  finance  the  adrninistrative  costs  of  the  Departments  of  the  Army,  the  Treas- 
ury and  Commerce.  This  is  expected  to  achieve  greater  compliance  with  the  pay- 
ment of  the  Harbor  Maintenance  Tax  by  shippers. 

REIMBURSABLE  SUPPORT  FOR  OTHER  AGENCIES 

The  Corps  provides  reimbursable  technical  assistance  to  other  Federal  agencies 
under  the  authority  of  the  Economy  Act,  whereby  the  Government  benefits  from 
calling  upon  expertise  already  existing  in  one  agency  to  serve  the  needs  of  a  pro- 
gram in  another  agency  not  having  the  necessary  expertise.  This  program  helps  to 
avoid  the  creation  of  redundant  capabilities  and  maximize  use  of  existing  expertise. 
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Most  of  the  agencies  requesting  Corps  assistance  do  not  have  in-house  expertise  to 
properly  manage  and  oversee  engineering  or  construction  contracts  with  private 
firms.  The  goal  of  this  program  is  to  work  in  partnership,  not  competition,  with  the 
private  sector.  The  Corps  relies  heavily  on  the  talents  of  the  private  sector  in  exe- 
cuting this  program,  and  works  closely  with  the  private  sector  to  ensure  a  mutually 
beneficial  relationship. 

The  Support  for  Others  programs  has  two  components:  environmental  restoration 
support  (ERS)  and  activities  unrelated  to  environmental  restoration.  The  ERS  pro- 
gram has  grown  steadily  since  it  began  in  1982.  Its  largest  customer  is  the  Environ- 
mental Protection  Agency's  Superfund  program.  Second  in  size  is  the  program  to 
support  the  Department  of  Energy  in  the  cleanup  of  hazardous,  toxic  and  radiologi- 
cal wastes  contaminating  its  facilities.  The  Corps  provides  environmental  restora- 
tion support  for  a  growing  number  of  other  agencies,  including  the  Farmer's  Home 
Administration,  the  Commodity  Credit  Corporation,  the  Federal  Emergency  Man- 
agement Agency,  and  the  Federal  Aviation  Administration. 

The  Corps  supports  more  than  25  Federal  agencies  in  other  tjrpes  of  activities,  in- 
cluding real  estate,  design,  engineering,  construction,  disaster  relief,  and  water  re- 
sources planning.  Recently,  the  Corps  was  called  upon  to  complete  the  renovation 
of  the  General  Accounting  Office,  Washington  Headquarters  building.  Also,  the 
Corps  is  supporting  the  Department  of  State  in  its  embassy  renovation  program  in 
the  former  Soviet  Union. 

Mr.  Chairman,  this  concludes  my  statement. 
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STATEMENT  OF  LT.  GEN.  ARTHUR  E.  WILLIAMS,  CHIEF,  U.S.  ARMY 
CORPS  OF  ENGINEERS 

General  Williams.  Mr.  Chairman,  I  am  also  honored  to  appear 
before  you  today  in  support  of  our  fiscal  year  1994  Corps  of  Engi- 
neers Civil  Works  budget. 

BUDGET  REQUEST 

Our  total  Federsd  appropriation  request  for  fiscal  1994  is  $3.64 
billion.  Of  this  amount,  $3.48  billion,  or  about  95  percent,  is  for  on- 
going construction,  operation  and  maintenance,  and  other  pro- 
grams. 

Specifically,  $1.56  billion,  or  about  43  percent,  is  for  ongoing 
work  in  the  "Operation  and  maintenance"  account.  A  total  of  $1.17 
billion,  or  32  percent,  is  for  ongoing  construction  of  our  general  con- 
struction projects,  and  $343  million,  or  about  9  percent,  is  for  the 
Mississippi  River  and  tributaries  project  work.  And  $407  million, 
or  about  11  percent,  is  for  other  ongoing  programs,  such  as  general 
investigations,  regulatory,  general  expenses,  and  flood  control  and 
coastal  emergencies.  The  remaining  5  percent  of  our  request,  or 
about  $165  million,  is  for  new  starts  and  initiatives. 

Just  under  $3  billion  of  our  program  is  from  general  revenues. 
The  remainder  includes  $677  million  from  trust  funds  financed  by 
various  user  fees.  We  also  anticipate  receiving  $203  million  in  riv- 
ers and  harbors  contributed  funds  and  $32  million  from  the  coastal 
wetlands  restoration  trust  fund. 

Adding  this  directed  spending  to  our  appropriation  gives  us  a 
total  program  of  $3.88  billion,  a  full  23  percent  of  which  is  funded 
by  other  than  general  revenues. 

We  are  asking  $500  million  from  the  harbor  and  maintenance 
trust  fund,  which  now  funds  100  percent  of  the  maintenance  of  eli- 
gible harbors.  The  bulk  of  this  "Operations  and  maintenance"  ac- 
count request  is  for  continued  maintenance  dredging  and  for  harbor 
facility  repair. 

The  $122  million  requested  from  the  inland  waterway  trust  fund 
covers  one-half  the  cost  of  construction  in  major  rehabilitation 
projects  on  the  tax  segments  of  our  12,000  miles  of  inland  commer- 
cial waterways.  With  the  assistance  of  this  fund,  we  are 
reconfiguring  our  lock  and  dam  system,  making  it  more  efficient  as 
fast  as  finances  permit.  The  new  Bonneville  Lock  in  the  Columbia 
River  in  Oregon  is  scheduled  for  dedication  this  July.  Point  Marion, 
a  replacement  lock  for  lock  and  dam  8  in  the  Monongahela  River 
in  West  Virginia  is  due  for  completion  next  year. 

The  budget  includes  $18  million  from  special  recreation  user  fees. 
We  now  have  authority  to  collect  the  fees  at  campsites  and  for 
some  special  services  such  as  reservation  of  picnic  areas.  Current 
fees,  however,  come  nowhere  close  to  covering  the  cost  of  our  out- 
door recreation  program.  So  we  are,  again,  supporting  legislation 
that  would  authorize  additional  user  fees  for  such  facilities  as 
swimming  beaches,  boat  ramps,  and  picnic  grounds. 

It  is  our  intent  that  no  fee  increase  will  exceed  $3  per  site  or  ac- 
tivity. We  would  not  charge  entrance  fees  or  limit  public  access  to 
lakes  guaranteed  by  law.  Assuming  authorization  for  the  new  fees, 
the  $18  million  in  additional  revenue  added  the  fees  we  already 
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collect  would  cover  about  23  percent  of  the  $166  million  budgeted 
for  the  operation  and  maintenance  of  our  recreation  facilities. 

NEW  SOURCES  OF  FUNDING 

This  year's  budget  provides  two  new  sources  of  funding  for  the 
Corps  civil  program.  First  is  the  oilspill  liability  trust  fund.  Funds 
from  this  trust  are  being  used  for  multiagency  research,  develop- 
ment, and  demonstration  programs. 

The  $350,000  we  are  asking  for  this  year  under  the  new  oilspill 
research  appropriation  account  would  permit  the  Corps  to  improve 
its  support  to  the  on-scene  coordinator  directing  containment  and 
cleanup  operations  after  oil  spills. 

The  other  funding  source  is  a  direct  appropriation  from  the  har- 
bor and  maintenance  trust  fund  to  cover  expenses  that  would  be 
incurred  in  enforcement  of  tax  collections.  We  are  proposing  legisla- 
tion that  would  allow  such  an  appropriation.  Of  the  $5  million  we 
request,  $3  million  would  be  earmarked  for  the  U.S.  Customs  Serv- 
ice and  $1  million  for  the  Census  Bureau  of  the  Commerce  Depart- 
ment. 

Mr.  Chairman,  there  are  two  activities  in  the  budget  that  are  not 
new  initiatives  but,  I  believe,  are  worth  highlighting. 

REGULATORY  PROGRAM  UPGRADE 

First  is  our  regulatory  program.  The  budget  request  of  $92  mil- 
lion includes  an  allowance  to  help  fund  a  higher  grade  structure  for 
regulatory  personnel.  We  believe  this  is  necessary  for  us  to  retain 
the  technical  expertise  we  need  to  handle  the  controversial  permit 
cases. 

FLOOD  CONTROL  AND  COASTAL  EMERGENCIES 

Second  is  our  $20  million  flood  control  and  coastal  emergencies 
appropriation.  Since  our  testimony  last  year,  we  have  responded  to 
major  flooding  in  southeast  and  south  central  Texas,  New  England, 
Ohio,  western  New  York,  Arizona,  southern  California,  and  on  the 
Platte  River  in  Nebraska.  We  also  responded  to  the  Chicago  tunnel 
flood  in  April;  Hurricane  Andrew,  which  hit  Florida  and  Louisiana 
in  August;  Typhoon  Omar,  which  hit  Guam  the  same  week;  and 
Hurricane  Iniki,  which  struck  Hawaii  in  September. 

By  far,  our  largest  emergency  last  year  was  Hurricane  Andrew 
in  Florida  and  Louisiana.  More  than  800  Corps  of  Engineer  em- 
ployees, both  civilian  and  military,  plus  4,000  Corps  contractor  em- 
ployees helped  with  the  recovery  in  Florida.  Another  200  Corps  em- 
ployees were  involved  with  the  hurricane  in  Louisiana. 

Hurricane  Andrew  was  one  of  the  most  costly  natural  disasters 
to  hit  the  United  States.  It  caused  an  estimated  $20  billion  in  prop- 
erty damage  and  left  more  than  200,000  people  homeless.  We  saw 
unbelievable  devastation  in  the  wake  of  Hurricane  Andrew.  But  we 
£dso  saw  the  determination  of  citizens  in  the  affected  areas  to  re- 
build and  then  get  on  with  life.  Among  the  major  tasks  we  under- 
took for  FEMA  were  debris  removal,  water  distribution,  restoring 
roofing,  sanitary  facilities,  rehabilitation  of  public  schools,  emer- 
gency utility  repair,  and  damage  assessments. 
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REORGANIZATION  PLAN  STATUS 

Finally,  let  me  focus  on  one  item  that  does  not  appear  in  the  fis- 
cal 1994  budget.  There  are  no  costs  included  for  the  proposed  Corps 
of  Engineers  reorganization  plan.  As  you  know,  the  Corps  of  Engi- 
neers reorganization  plan,  which  I  announced  in  November  1992, 
has  been  placed  on  hold  by  the  Secretary  of  Defense  and  is  still 
waiting  his  review. 

DOWNSIZING 

During  the  last  several  years,  we  have  cut  costs  by  reducing  ad- 
ministrative staffing,  contracting  out  more,  and  streamlining  our 
work  processes. 

Now,  we  are  under  an  executive  order  to  carry  out  an  additional 
reduction  of  1,098  full-time  equivalents  by  the  end  of  fiscal  year 
1995.  This  will  bring  the  total  reduction  to  1,769  FTE's,  or  one  of 
every  15  Corps  members  in  the  civil  works  program. 

There  is  a  limit  to  how  much  we  can  gain  through  program  effi- 
ciencies, and  there  is  limited  flexibility  to  absorb  these  future  costs. 
It  is  clear  that  the  Federal  work  force  reductions  mandated  by  the 
President  will  require  substantial  change  to  some  of  our  business 
practices  and  restructuring. 

REORGANIZATION  FUNDING 

Secretary  Aspin  has  indicated  his  support  for  some  form  of  Corps 
of  Engineer  reorganization,  but  has  not  yet  approved  a  specific 
plan.  Additional  funds  for  reorganization  will  be  requested,  consist- 
ent with  the  directions  and  guidance  received  from  the  Secretary 
of  Defense  regarding  any  future  restructuring  of  the  Corps. 

Mr.  Chairman,  this  concludes  my  summary. 

[The  statement  follows:] 

Statement  of  Lt.  Gen.  Arthur  E.  Williams 

Mr.  Chairman  and  members  of  the  subcommittee,  it  is  an  honor  to  be  testifying 
before  you,  along  with  the  Acting  Assistant  Secretary  of  the  Army  for  Civil  Works, 
Dr.  G.  Edward  Dickey,  on  the  President's  fiscal  year  1994  (fiscal  year  1994)  budget 
for  the  Army's  Civil  Works  Program.  My  statement  covers  the  following  topics: 

FY  1994  budget  request;  make-up  of  the  civil  works  program;  the  Corps  today — 
changes  fi*om  the  past  and  for  the  future;  how  we  do  business;  the  cost  of  doing 
business;  and  items  of  special  interest. 

FISCAL  YEAR  1994  BUDGET  REQUEST 

Our  fiscal  year  1994  program  is  integral  to  the  President's  economic  plan.  In  addi- 
tion to  our  regular  budget  request,  it  includes  first  year  funding  of  a  five-year  pro- 
gram for  investment  in  the  Corps  existing  infrastructure. 

Total  program 

Funding  of  the  fiscal  year  1994  Civil  Works  program  totals  $3.88  billion.  Included 
is  a  budget  request  of  $3.64  billion  in  Federal  appropriations,  $32  million  for  work 
automatically  fiinded  under  the  Coastal  Restoration  Trust,  and  some  $203  million 
from  the  Rivers  and  Harbors  Contributed  Funds.  As  shown  in  Table  A,  the  budget 
request  of  $3.64  billion  for  fiscal  year  1994  is  lower  but  comparable  to  that  appro- 
priated for  fiscal  year  1993.  It  provides  $3.48  billion  for  ongoing  programs  and  ac- 
tivities and  $165  million  for  new  starts  and  other  new  initiatives,  including  ele- 
ments of  the  President's  long  term  investment  program.  Also  among  the  new  initia- 
tives are  two  sources  of  added  funding,  which  I  will  cover  later. 
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Financing 

Altogether,  some  $645  million,  or  just  under  18  percent  of  the  $3.64  billion  budget 
request,  comes  from  user  fees  and  trust  funds  generated  from  ftxel  and  ad  valorem 
taxes.  Associated  cost-sharing  contributions  and  other  trust  receipts  increase  the 
level  of  the  overall  Civil  Worl^  program  financed  from  funds  other  than  general  rev- 
enue to  almost  23  percent  of  the  $3.88  billion  program. 

Employment  impact 

In  light  of  the  concern  over  unemplo5Tnent,  we  have  estimated  the  employment 
effects  of  our  contracted  work  in  Uie  construction  and  maintenance  programs  for  fis- 
cal year  1994.  The  employment  estimates  stem  from  two  distinct  rounds  of  spend- 
ing. The  first  round  reflects  estimates  of  direct  employment,  both  locally  and  nation- 
ally, that  would  accrue  from  spending  for  both  the  labor  used  on  the  job  and  the 
labor  used  in  the  production  of  materials  used  on  the  job.  The  second  round  identi- 
fies the  local  and  national  employment  that  would  be  generated  indirectly  by  succes- 
sive rounds  of  induced  spending,  i.e.,  the  labor  used  in  the  successive  production 
and  sale  of  goods  and  services  bwaught  with  the  wages  and  cash  flow  from  the  first 
round.  In  essence,  our  estimates  assume  that  the  construction  industry  and  its  im- 
mediate suppliers  are  the  economic  stimulus  that  create  the  emplosment.  In  all, 
some  32,500  fiill-time  jobs  would  be  created  by  contracting,  both  ongoing  and  new, 
and  another  9,000  full-time  jobs  would  be  generated  indirectly  by  successive  rounds 
of  induced  spending. 

MAKEUP  OF  CIVIL  WORKS  PROGRAM 

Planning  and  construction 

Planning  program. — We  have  a  good  planning  and  construction  program  with  a 
significant  number  of  new  starts  included  in  the  budget.  Thirty-eight  new  survey 
studies  are  programmed  along  with  18  new  Preconstruction  Engineering  and  Design 
(PED)  studies.  These  are  the  nucleus  of  our  long-term  and  near-term  future  con- 
struction programs,  respectively.  It  is  worth  noting  that  16  of  the  18  PED  new 
starts  are  follow-on  to  our  two  phase  feasibility  studies  which,  unless  part  of  the 
inland  waterwav  system,  have  been  cost-shared.  All  have  strong  local  support. 

We  are  bound  in  our  commitments  to  the  project  sponsors  and  this  Subcommittee 
to  deliver  a  quality  product  on  time  and  within  cost,  so  we  urge  your  favorable  con- 
sideration of  these  new  starts. 

Construction  program. — Our  new  construction  start  program  continues  the  joint 
emphasis  on  new  capital  investment  and  major  rehabilitation  projects  to  safeguard 
our  existing  infrastructiire. 

Included  in  the  budget  are  nine  new  construction  starts.  One — ^Whiteman's  Creek, 
Arkansas — is  a  new  Mississippi  River  and  Tributaries  start.  There  are  also  three 
new  separable  elements  of  on-going  projects,  and  four  major  rehabilitation  new 
starts.  One  of  the  nine  new  starts  is  an  inland  waterway  project  requiring  one-half 
of  its  investment  cost,  or  almost  $41  million,  from  the  Inland  Waterways  Trust 
Fund  over  time.  Federal  and  non-Federal  investment  in  the  remaining  eight  new 
starts  and  three  separable  elements  total  just  over  $751  million,  with  the  sponsors 
share  at  32  percent.  Investment  in  the  four  rehabilitation  projects  amounts  to  $130 
million.  Two  of  these  are  inland  waterway  projects,  requiring  $16  million  ultimately 
fi^om  the  Inland  Waterways  Trust  Fund. 

Operation  and  maintenance 

In  this  year's  budget,  we  have  put  major  emphasis  on  the  maintenance  component 
of  the  operation  and  maintenance  program.  Preservation  of  an  infrastructure  that 
is  growing  and  aging  is  critical.  About  25  percent  of  our  projects  are  over  50  years 
old;  the  average  age  of  the  entire  inventory  is  35  years.  We  are  requesting  almost 
$1.66  billion  for  the  Operation  and  Maintenance,  General  account:  $1.56  billion  for 
our  regular  program  and  an  additional  $96  million  as  first  year  funding  for  the 
President's  long  term  investment  program.  Our  objective  is  to  reduce  the  unfunded 
maintenance  that  has  built  up  over  time  and  has  made  it  more  difficult  to  keep  oiir 
projects  fully  operational.  The  long-term  commitment  implicit  in  the  President's 
added  investment  program  should  permit  us  to  achieve  this  critical  program  objec- 
tive. 

Regulatory  program 

The  budget  request  includes  an  allowance  to  help  fiind  a  higher  grade  structure 
for  regulatory  personnel.  A  higher  grade  structure  is  needed  to  retain  the  technical 
expertise  required  to  handle  the  more  controversial  permit  cases.  Turnover  of  per- 
sonnel is  part  of  our  problem  in  processing  permit  applications  in  a  timely  manner. 


102 

Increased  complexities  stemming  from  competing  environmental  and  economic  inter- 
ests and  sensitivity  over  a  shrinking  wetland  base  require  in-depth  involvement  of 
such  expertise.  One  piece  of  good  news  is  that  the  wetland  defineation  issue  has 
been  resolved  for  the  time  being.  The  Corps  and  the  Environmental  Protection 
Agency  formally  agreed  in  January  1993  to  jointly  use  the  Corps  1987  Wetlands 
Manual  until  the  National  Academy  of  Sciences  completes  a  study  of  the  deUneation 
issue.  The  Corps  1987  Wetlands  Manual  is  proving  acceptable  as  the  basis  for  the 
delineations  of  wetlands.  The  Corps  has  been  using  this  manual  since  August  1991 
in  accordance  with  the  1992  Energy  and  Water  Development  Appropriations  Act. 

General  expenses 

The  General  Expenses  account  is  budgeted  at  a  level  less  than  the  fiscal  year 
1993  appropriation,  without  the  transferred  funds,  inflated  to  fiscal  year  1994  price 
levels.  It  specifically  reflects  directed  reductions  in  both  Full  Time  Equivalents 
(FTE)  of  personnel  strength  and  administrative  or  overhead  costs,  elimination  of  a 
pay  raise  and  no  inclusion  of  any  planned  "locality  pay"  allowance.  There  are  no 
costs  for  the  proposed  Corps  of  Engineers  reorganization  plan — in  any  form — in- 
cluded. As  you  are  aware,  our  proposed  plan  has  been  placed  on  hold  untU  the  Sec- 
retary of  Defense  has  had  an  opportunity  to  review  it.  The  budget  request  includes 
a  reference  to  a  proposed  supplemental  appropriation  which  would  allow  us  to  use 
$2  milUon  of  the  $7  million  in  transfer  authority  in  fiscal  year  1993  to  insure  that 
there  would  be  no  requirement  for  a  furlough  of  on-board  personnel.  The  proposal 
was  inadvertently  omitted  from  the  President's  supplemental  request.  We  are  pres- 
ently reviewing  our  requirements  to  determine  whether  the  supplemental  is  still 
necessary. 

Added  appropriations  sources 

Oil  spill  research. — The  budget  request  seeks  funding  of  new  work  from  two  trust 
funds--one  new  and  one  already  a  source  of  financing  for  other  activities  within  our 
program.  The  requested  appropriation  fi*om  the  existing  Oil  Spill  Liability  Trust 
Fund  will  permit  us,  as  part  of  a  multi-agency  research,  development  and  dem- 
onstration program,  to  be  better  prepared  to  respond  to  the  "on-scene"  coordinator 
responsible  for  directing  containment  and  clean-up  efforts.  The  Exxon  Valdez  and 
subsequent  oil  spUl  experiences  have  better  defined  the  role  that  the  Corps  will  be 
asked  to  perform  in  such  emergency  situations.  The  research  to  be  funded  under  the 
newly  proposed  Oil  Spill  Research  appropriation  account  will  permit  us  to  develop 
the  management  tools  needed  to  improve  the  efficiency  and  effectiveness  of  Corps 
response. 

Harbor  maintenance  trust  fund. — The  other  funding  source  involves  direct  appro- 
priation from  the  Harbor  Maintenance  Trust  Fund  for  compliance  surveillance  rel- 
ative to  the  collection  of  fees.  Currently,  Corps  funding  appropriated  from  the  Trust 
is  limited  to  financing  up  to  100  percent  of  the  maintenance  of  eligible  harbors 
under  our  Operation  and  Maintenance,  General  account.  We  are  proposing  legisla- 
tion that  will  allow  an  additional  appropriation  of  $5  million  from  the  Trust  for  ad- 
ministrative expenses  that  will  be  mciured  in  performance  of  the  required  enforce- 
ment responsibilities.  A  portion  of  these  funds  will  be  allocated  to  the  Customs  Serv- 
ice, Department  of  Treasury,  and  the  Census  Bureau,  Department  of  Commerce. 

THE  CORPS  TODAY 

How  we  do  business 

Overview  of  success. — Since  enactment  of  the  Water  Resources  Development  Act 
of  1986,  we  have  achieved  significant  gains  in  the  way  we  do  business.  Much  of  that 
success  is  due  to  the  cooperation  and  initiative  of  this  committee.  We  have  reduced 
the  time  fi-ame  fi-om  study  to  construction.  Projects,  on  the  average,  are  less  costly 
and  more  responsive  to  an  array  of  public  concerns  and  priorities.  For  example  there 
is  a  better  balance  between  economic  growth  and  environmental  preservation.  Value 
engineering  continues  as  an  important  tool  for  containing  costs  and  expediting  con- 
struction. And  project  management  has  facilitated  sponsor  input  into  llie  planning, 
engineering  and  construction  phases  of  our  projects. 

Project  management. — We  have  made  steady  progress  in  implementing  the  prin- 
ciple of  Project  Management  and  achieving  the  needed  internal  discipline  of  im- 
proved accuracy  in  cost  estimating  and  scheduling,  a  necessity  for  our  sponsors  and 
customers.  Project  execution  rests  entirely  at  the  district  level.  Oversight  of  program 
execution  has  been  basicallv  redirected  to  milestone  execution  and  tracking  the  costs 
of  doing  business.  In  Washington,  we  have  streamhned  our  structiire  and  review 
processes  with  emphasis  on  poUcy  compliance;  and  have  made  significant  progress 
in  our  ability  to  execute  project  documents,  particularly  Project  Cooperation  Agree- 
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ments  (PCA),  to  facilitate  moving  projects  from  PED  to  project  construction.  This 
programmatic  re-focus  has  allowed  us  to  eliminate  much  of  the  micro-management 
that  was  a  concern  expressed  in  report  language  by  your  Subcommittee  last  year. 
Oversight  is  a  prereqiusite  of  good  management  but  requires  constant  surveillance 
to  avoid  unwarranted  excesses. 

I  wish  at  this  time  to  acknowledge  the  tremendous  assistance  we  have  received 
from  the  National  Association  of  Flood  and  Stormwater  Management  Agencies  and 
the  Interstate  Conference  on  Water  Policy.  They  have  worked  closely  with  us  to  de- 
velop a  new  PCA  model  for  our  structural  flood  control  projects.  We  are  now  work- 
ing with  the  American  Association  of  Port  Authorities  to  jointly  develop  a  com- 
parable model  for  our  commercial  harbor  navigation  projects. 

Partnering  with  private  industry. — Part  of  our  "partnering"  effort  extends  to  our 
construction  contractors.  Partnering  is  a  way  of  doing  business  based  on  trust,  open- 
ness, teamwork,  and  risk-sharing  by  all  stakeholders  in  projects — customers  and 
vendors  alike.  Its  purpose  is  to  promote,  in  each  stakeholder,  a  thorough  under- 
standing of  the  project,  and  familiarity  with  others  involved,  in  order  to  minimize 
misunderstandings  and  claims,  avoid  costly  litigation,  and  expedite  production.  The 
success  of  partnering  has  resulted  in  better  cost  control  throughout  tne  Corps.  Addi- 
tionally, we  have  had  less  accident-caused  lost-time,  no  fatal  accidents,  less  need  to 
re-work  products,  and  no  late  deliveries  when  we  have  had  partnering  agreements 
with  our  contractors.  We  are  convinced  that  this  success  springs  from  the  "we  to- 
gether" synergy  fostered  by  partnering.  This  has  replaced  the  usual  counter- 
productive "we  against  them"  mindset.  In  our  view,  partnering  will  do  more  than 
practically  anjiiiing  else  to  improve  competitiveness  of  the  Nation's  construction  in- 
dustry. Others,  in  both  the  private  and  pubUc  sectors,  are  endorsing  our  approach, 
including  the  Associated  General  Contractors  of  America,  the  Construction  Industry 
Institute,  Engineering  News  Record,  and  many  others. 

Small  business  contracting. — ^We  also  are  proud  of  our  success  with  small  business 
firms,  including  small  disadvantaged  and  women-owned  businesses.  Much  of  our 
success  is  due  to  the  initiative,  imagination  and  productivity  of  these  smtdl  busi- 
nesses and  their  ability  to  provide  a  vital  and  significant  impetus  to  engineering  and 
construction  innovation.  We  are  working  hard  to  foster  the  development  of  such 
small  business  capabilities,  especially  in  emerging  technical  areas  that  will  support 
future  projects. 

An  example  of  our  success  in  partnering  with  small  businesses  involved  the  recent 
recovery  effort  in  Florida  following  Hurricane  Andrew.  Throughout  that  effort,  the 
Jacksonville  District,  while  providing  as  rapid  a  recovery  response  as  was  possible, 
never  lost  sight  of  its  commitment  to  ensure  that  small  businesses  received  the  max- 
imum opportunity  to  participate.  The  outstanding  support  that  small  businesses 
provided  warrants  recognition.  Their  ability  to  perform  was  demonstrated  by  the 
tact  that  they  received  over  70  percent  of  all  contracts  awarded  through  the  end  of 
February  1993. 

On  average,  the  participation  rate  for  small  business,  small  disadvantaged  busi- 
ness, and  women  owned  business  is  about  30  percent  of  our  Civil  Works  construc- 
tion contracts.  In  fiscal  year  1992,  this  totaled  about  $563  million. 

Cost  of  doing  business 

Overhead  burden. — It  is  our  cost  of  doing  business  that  is  my  major  concern.  We 
have  an  outmoded  organization  and  functional  structure.  From  an  organizational 
standpoint,  the  workload,  both  current  and  projected,  is  not  sufBcient  to  support  our 
existing  structure.  From  a  functional  standpoint,  there  is  a  duplication  of  manage- 
ment as  well  as  policy  and  technical  overview  in  Headquarters  that  we  can  elimi- 
nate. The  same  functional  duplications  carry  over  to  the  Districts  and  Divisions.  The 
result  is  an  organization  with  an  overhead  burden  that  is  too  high — which  in  turn 
is  costly  to  our  customers  and  partners. 

Downsizing. — ^We  as  an  organization  must  accommodate  the  Government-wide 
four  percent  reduction  in  the  Federal  workforce  and  reduction  in  administrative  ex- 
penses. Mr.  Chairman,  this  is  a  challenge  for  which  your  Subcommittee  has  pre- 
pared us.  Your  guidance  to  become  more  efficient  and  reduce  costs,  provided  in  re- 
port language  over  the  past  several  years,  has  proved  beneficial.  During  the  last 
several  years,  we  have  cut  costs  by  reducing  administrative  staffing,  increasing  the 
level  of  contracting  out  and  streamlining  our  work  processes  to  accomplish  work 
more  efficiently.  In  other  words,  we  have  reduced  manpower  consistent  with  our  ef- 
ficiency gains.  Between  fiscal  year  1990  and  fiscal  year  1993,  the  Corps  reduced  its 
total  manpower  by  2.4  percent,  or  671  Full  Time  Equivalents  (FTE).  This  was  done 
while  concurrently  increasing  the  staffing  of  selected  programs  such  as  the  regu- 
latory functions  and  shifting  manpower  geographically  to  areas  with  increasing 
worUoad.  Now,  we  are  facing  an  addition^  reduction  of  1,098  FTEs  by  the  end  of 
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fiscal  year  1995.  This  will  be  a  total  reduction  of  1,769  FTE  or  6.7  percent  of  our 
total  workforce  during  the  five  year  period,  fiscal  year  1990-95. 

Framework  for  adjustments. — ^There  is  a  limit  to  how  many  more  gains  can  be  ef- 
fected through  program  efficiencies.  While  we  are  continuously  striving  to  become 
a  more  effective  and  efficient  workforce,  there  is  increasingly  little  flexibility  left  to 
absorb  the  future  cuts.  It  is  clear  that  the  Federal  workforce  reductions  required  by 
Executive  Order  will  require  substantial  change  to  some  of  our  business  practices 
and  restructuring.  Secretary  Aspin  has  indicated  his  support  for  some  form  of  reor- 
ganization. 

ITEMS  OF  SPECIAL  INTEREST 

Fiscal  year  1993  appropriations. — I  wish  to  thank  this  Subcommittee  for  its  help 
in  providing  us  some  flexibility  In  dealing  with  our  program  and  organizational 
problems.  Given  the  existing  fiscal  constraints,  the  use  of  Inland  Waterways  Trust 
funds  to  help  finance  needed  major  rehabilitation  projects  will  give  us  greater  flexi- 
bility in  developing  a  reahstic  outyear  program  for  such  investments.  Similarly,  giv- 
ing us  the  authority  to  transfer  funds  from  other  accounts  into  the  General  Ex- 
penses account  could  be  very  helpfiil  if  we  are  able  to  move  ahead  with  a  reorga- 
nization. 

For  your  information,  we  are  proceeding  with  the  one-year  trial  period  to  deter- 
mine iJie  cost  competitiveness  of  private  industry  for  some  7.5  million  cubic  yards 
of  hopper  dredge  work  normally  performed  by  Corps  dredges.  The  four  Corps  hopper 
dredges  have  had  their  operating  schedule  reduced  from  230  to  180  days  and  an  ad- 
vertising schedule  for  this  work  has  been  developed.  This  action  has  been  coordi- 
nated with  the  dredging  industry. 

Emergency  activities— FY  1992 

During  the  last  year,  we  were  involved  in  33  of  the  over  50  events  designated  by 
the  President  as  disasters.  Our  response  efforts  varied  in  scope  and  involved  hun- 
dreds of  Corps  employees  working  with  several  thousand  contractor  employees  at 
the  height  of  the  major  events. 

Starting  in  late  1991  and  extending  through  the  winter  of  1992,  there  was  severe 
flooding  in  the  west  and  southwest,  in  parts  of  the  midwest  and  in  western  New 
York.  In  addition,  storms  and  high  winds  pounded  the  east  coast  and  required  tech- 
nical assistance  and  rehabilitation  of  shore  protection  works. 

With  spring  came  the  Great  Chicago  Tunnel  Flood.  Water  from  the  Chicago  River 
entered  a  breached  freight  tunnel  system  located  under  the  city.  The  resultant  flood- 
ing filled  subbasements  of  multi-story  buildings,  disrupted  power,  closed  the  subway 
system,  and  required  the  evacuation  of  the  Loop  Area  for  several  days.  The  Corps 
was  tasked  to  stop  the  flow  of  water  into  the  tunnel  and  dewater  the  tunnel  system. 

Late  August  1992  saw  the  arrival  of  Hurricane  Andrew  in  Florida  and  Louisiana, 
and  Typhoon  Omar  in  Guam.  Hurricane  Andrew  was  certainly  one  of  the  most  cost- 
ly disasters,  both  economically  and  socially,  with  more  than  50  deaths  and  over 
200,000  people  left  homeless.  Then  in  September,  at  the  end  of  the  fiscal  year.  Hur- 
ricane Iniki  struck  the  island  of  Kauai,  Hawaii. 

Emergency  activities — Fiscal  year  1993 

Fiscal  year  1993  has  seen  a  continuation  of  disaster  events.  Significant  flood  fight 
activities  and  management  of  reservoir  releases  were  required  to  protect  levees 
along  the  Gila  River  in  Arizona.  We  now  are  engaged  in  a  myriad  of  emergency  op- 
erations and  recovery  activities — all  in  response  to:  the  mid-March  winter  storms 
that  swept  across  fovu-  southern  states;  floods  that  have  occurred  throughout  the 
country;  tornadoes  in  the  Midwest  and  southwest;  ice  jams  in  Alaska;  earthquakes 
in  Oregon;  and  mud  slides  in  Puerto  Rico. 

CONCLUSION 

The  fiscal  year  1994  Civil  Works  program  and  budget  is  in  full  keeping  with  the 
President's  economic  plan  and  provides  a  substantive  program  of  new  starts  and 
other  new  work  and  initiatives.  However,  for  us  to  perform  in  a  more  effective  and 
efficient  way,  we  need  to  be  able  to  reshape  our  organization.  We  are  looking  for- 
ward to  the  guidance  fi^m  the  Secretary  of  Defense  upon  completion  of  his  review 
of  the  plan  which  we  submitted.  Your  continued  support  is  appreciated. 

This  completes  my  statement,  Mr.  Chairman. 
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TABLE  A.— PROGRAM  SUMMARY,  FISCAL  YEARS  1992-94 

[In  thousands  of  dollars] 


Fiscal  year — 


Source  of  funds 


1992  (approp.) 


1993  (approp.) 


1994  budget 
request 


FEDERAL  APPROPRIATIONS 
General  investigations  


Construction,  general: 

General  funds  

Inland  waterways  trust  funds 

Subtotal 


194,427 

171,780 

157,600 

1,169,712 
114,430 

1,241,412 
116,091 

1,084,644 
121,593 

1,284,142 

1,357,503 

1,206,237 

Operaton  and  maintenance,  general: 

General  funds  

Special  recreation  use  fees  

Harbor  maintenance  trust  funds 

Subtotal  


Regulatory  program  

F.C.,  Mississippi  River  and  tributaries . 

General  expenses  

Flood  control  and  coastal  emergencies 

Oilspill  research 

Harbor  maintenance  trust  fund 

Permanent  appropriations  


Total,  appropriations  

OTHER  AVAILABLE  FUNDS  (NONAPPROPRIATED) 

Coastal  wetlands  restoration  trust 

Rivers  and  harbors  contributed  funds  


Total  program 


1,061,100 

15,000 

462,229 

1,032,216 

16,000 

493,452 

1 1,139,700 

18,000 

500,000 

1,538,329 

1,541,668 

1,657,700 

86,000 
356,437 
141,500 

55,000 

86,000 
351,182 
149,000 

10,000 

92,000 
343,000 
148,500 

20,000 
2  350 

3  5  000 

12,298 

12,000 

12,000 

3,668,133 

33,085 
151,781 

3,679,133 

33,173 
229,400 

3,642,387 

32,117 
202,500 

3,852,999 

3,941,706 

4,877,004 

1  Includes  $96,000,000,  part  of  the  President's  long-term  investment  in  infrastructure. 

2  Corps  portion  of  an  approved,  multiagency  R&D  program  funded  by  appropriations  from  Oil  Spill  Liability  Trust  Fund. 

3  For  compliance  enforcement  only.  Proposed  legislation  would  permit  the  Department  of  the  Army,  acting  through  the 
Corps  of  Engineers,  to  allocate  some  $3,000,000  to  the  Department  of  the  Treasury  (Customs)  for  monitoring  imports,  col- 
lecting all  fees,  and  performing  all  enforcement  responsibilities;  some  $1,000,0(30  to  the  Department  of  Commerce  for 
monitoring  exports;  and  some  $1,000,000  to  the  Corps  for  monitoring  domestic  commerce. 

INLAND  WATERWAY  USER  FEE 

Senator  JOHNSTON.  Grentlemen,  thank  you  very  much. 

First  of  all,  Dr.  Dickey,  you  talked  about  the  inland  waterway 
user  fee.  One  of  the  larger  barge  operators  is  located  in  my  State, 
that  operates  nationwide,  was  in  the  office  yesterday.  And,  by  the 
way,  the  tax  has  been,  I  think,  reduced  in  the  tax  from — in  the 
House  from  an  additional  $1  to  an  additional  50  cents. 

Dr.  Dickey.  That  is  correct,  Mr.  Chairman. 

Senator  Johnston.  And  they  advise  me  that  a  50-cent  increase 
in  the  inland  waterway  user  fee  would  be  twice  the  pretax  profits 
of  the  industry.  Can  you  confirm  that? 

Dr.  Dickey.  I  cannot  confirm  that  specific  conclusion,  Mr.  Chair- 
man. I  think,  though,  that  our  analysis — and  we  have  done  some 
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analysis  of  this  issue — ^that  actually  the  relationship  between  the 
amount  of  the  tax  and  the  amount  of  their  profit  is  not  direct. 

The  reality  is  that  the  towing  industry  is  a  competitive  industry. 
The  tax  would  represent  an  increase  in  industry  costs.  Those  costs, 
through  the  normal  market  processes,  would  be  either  passed  for- 
ward to  the  users  of  the  products  or  passed  backward  to  the  ship- 
pers, whether  it  be  agriculture  or  whatever,  with  the  result  that, 
indeed,  the  barge  industry  profit  would  be  impacted  to  some  de- 
gree. 

We  do  not  think  it  would  be  particularly  great.  It  would  cor- 
respond to  the  loss  in  traffic  on  the  waterways.  And,  indeed,  there 
would  be  a  loss  in  traffic.  We  estimate  that  to  be,  with  the  $1  fee, 
between  7  and  12  percent. 

Senator  Johnston.  Now,  what  percentage  of  the  products  on  the 
inland  waterways  are  agricultural  products? 

Dr.  Dickey.  I  do  not  recall  the  share,  but  it  is  a  very  substantial 
share.  I  believe  it 

Senator  Johnston.  It  is  the  majority  share. 

Dr.  Dickey.  I  believe  it  is  the  largest  share;  yes,  sir. 

Senator  Johnston.  And  those  agricultural  products  are  almost 
all  in  international  commerce,  are  they  not? 

Dr.  Dickey.  Yes. 

Senator  Johnston.  And  the  price  of  international  commerce  and 
agricultural  products,  obviously,  those  prices  are  set  internation- 
ally. 

Dr.  Dickey.  That  is  right,  Mr.  Chairman. 

Senator  Johnston.  So  the  farmer  cannot  pass  that  price  along, 
because  his  price,  in  effect,  is  set  internationally.  So  it  is  either  the 
farmer  who  has  to  eat  the  price  or  the  inland  waterway  operator. 

And  if,  in  fact,  my  friend  is  correct  that  the  50-cent  tax  exceeds 
by  twice  the  total  pretax  profits,  either  he  has  to  go  bankrupt  or 
pass  it  along  to  the  farmer.  And  the  farmer  cannot,  in  turn,  pass 
it  along  to  interstate  commerce.  Now,  can  the  farmer  absorb  that 
kind  of  cost  increase? 

Dr.  Dickey.  Indeed,  our  analysis  shows  that  the  farmer  would 
bear,  by  far,  the  bulk  of  that  burden.  Some  70  percent  would  be 
passed  back  to  the  farmers. 

Senator  Johnston.  And  the  farmers  are  doing  that  well?  My 
farmers  are  not. 

Dr.  Dickey.  Well,  of  course,  this  is  not  a  tax  borne  by  all  farm- 
ers. It  is  a  fee  that  would  be  borne  by  those  farmers  who  are  cur- 
rently enjojdng  a  subsidy  not  enjoyed  by  other  farmers. 

And,  indeed,  it  is  hard  to  believe  that  our  prosperity  is  tied  to 
this  kind  of  subsidy,  and  that  the  industry,  whether  it  be  the  farm- 
ers or  the  coal  operators  or  whatever,  cannot  bear  the  removal  of 
this  subsidy. 

Senator  Johnston.  Why  is  it  hard  to  believe  that,  though?  Do 
not  the  figures  show  that  they  cannot? 

Dr.  Dickey.  No;  I  do  not  believe  the  figures 

Senator  Johnston.  I  mean,  I 

Dr.  Dickey  [continuing].  Show  that  at  all. 

Senator  Johnston.  I  think  the  figures  show  that  the  waterway — 
the  barge  operators  cannot  bear  the  profit. 
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Dr.  Dickey.  Indeed.  And  they  will  not  bear  it.  It  will  be  passed 
on. 

Senator  Johnston.  Well,  they  will  be  glad  to  hear  that  they  can 
pass  it  on  to  farmers.  [Laughter.] 

Those  farmers — ^you  have  not  been  talking  to  the  same  ones  I 
have  talked  to.  They  tell  me  they  are  not  doing  that  well. 

RED  RIVER  WATERWAY,  LA 

Now,  Dr.  Dickey,  on  the  Red  River,  we  are  in  the  last  year  of 
funding  of  Red  River  we  hope,  we  think.  We  have  spent  almost  $1.5 
billion  on  the  Red  River.  And  with  another  $134  million  we  will 
complete  the  navigation  project,  is  that  correct? 

Dr.  Dickey.  I  believe  that  is  the  case. 

Senator  Johnston.  And  I  think  you  have  in  your  budget  $35  mil- 
lion, which  includes  only  work  on  lock  and  dam  No.  3. 

Dr.  Dickey.  Yes. 

Senator  Johnston.  And  what  do  you  propose  to  do  on  lock  and 
dams  4  and  5? 

Dr.  Dickey.  If  the  final  appropriation  does  not  provide  for  the 
money  necessary  to  complete  those,  we  would,  of  course,  reprogram 
funds  to  terminate  the  contracts  that  are  underway. 

Senator  Johnston.  And  how  much  reprogram  funds  would  that 
take  for  the  termination  costs? 

Dr.  Dickey.  About  $49  million. 

Senator  Johnston.  All  right;  so  that  is  really  what  you  propose 
to  do  here. 

Dr.  Dickey.  That  is  what  the  implications  of  the  President's 
budget  are. 

Senator  Johnston.  So  it  would  be — so  you  propose,  in  effect — 
you  put  in  the  budget  $35  million,  but  you  are  really  proposing  a 
total  of  $81  million  to  shut  a  project  down  as  to  which  you  have 
invested  $1.5  billion. 

Now,  my  figures  would  indicate  that  the  benefit-cost  ratio  of  the 
additional  amount  it  takes  to  complete  navigation  would  be  36  to 
1.  That  is  that  additional  amount,  that  $50  million  incrementsd 
amount  to  complete  as  opposed  to  terminating  the  project. 

And  did  somebody  really  think  that  through  or  what? 

Dr.  Dickey.  I  believe  so,  Mr.  Chairman.  As  you  know,  the  execu- 
tive branch  and  this  committee  and,  indeed,  the  Congress  has  had 
a  different  view  as  to  the  merits  of  this  project. 

And  I  think  that  the  fact  that  the  President's  budget  does  not  in- 
clude this  money  represents  a  continuation  of  the  executive  branch 
perspective  that  this  is  not  as  productive  a  project  as  others  in  the 
budget. 

Senator  Johnston.  OK.  Do  you  have  any — I  mean,  is  not  36  to 
1,  or  something,  maybe  30  to  1,  is  not  that  a  correct  analysis?  I 
mean,  that  is  using  Corps  of  Engineers  figures. 

Dr.  Dickey.  From  one  perspective,  that  is  a  perfectly  legitimate 
way  to  look  at  it.  From  another  perspective,  taking  the  longer  view 
that  a  project  which  is,  indeed,  fundamentally  unproductive  does 
not  become  productive  after  having  spent  a  large  amount  of  money 
on  it. 

Senator  Johnston.  What  does  fundamentally  unproductive 
mean?  You  mean 
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Dr.  Dickey.  In  the  sense  that  if  you  take  a  look  at  the  total  re- 
turn expected  compared  to  the  investment  required  to  achieve  it, 
that  they  are  not  commensurate. 

Senator  Johnston.  You  mean  that  the  Corps  of  Engineers  bene- 
fit-cost ratio  analysis  was  not  correct. 

Dr.  Dickey.  Well,  in  terms  of  the  original  benefit-costs  analysis 
which  takes  a  look  at  the  total  investment  compared  to  the  total 
returns. 

Senator  Johnston.  Well,  it  was  1.2  to  1 

Dr.  Dickey.  Well 

Senator  JOHNSTON  [continuing].  Originally. 

Dr.  Dickey.  Not  at  the  current  discount  rate,  but  rather  the  low 
discount  rate.  And  again,  that  is  one  of  the  policy  parameters: 
What  is  the  appropriate  discount  rate  to  discount  benefits  by? 

Senator  JOHNSTON.  Well,  but  that  would  be  if  you  were  assuming 
that  you  were  going  to  start  the  project  now  and  use  a  different 
discount  rate.  But  what  do  you  say  about  the  fact  that  $1.5  billion 
has  been  invested? 

Dr.  Dickey.  Well,  again,  as  an  economist,  I  must  acknowledge 
the  principle  that,  frankly,  sunk  costs  are  not  relevant.  They  are 
sunk. 

I  remember  the  last  time  this  argument  was  raised  with  one  of 
the  former  Assistant  Secretaries  who  at  that  time  was  the  Assist- 
ant Secretary.  And  the  very  argument  was  made  that,  because  the 
remaining  costs  compared  to  the  remaining  benefits  is  so  attrac- 
tive, does  it  not  make  sense  to  benefit  from  this  or  to  budget  for 
it? 

And  the  response  was  that,  indeed,  you  look  at  this  in  the  con- 
text of  a  private  sector  investment:  a  factory  which  is  expected  to 
be  unprofitable  is  not  going  to  become  profitable  once  you  spent  90 
percent  of  the  money  on  it. 

And  I  think  that,  the  analogy,  is  appropriate,  that  the  continuing 
stance  of  the  executive  branch  has  been  that  this  is  not  a  good  use 
of  funds.  And  we  have  consistently  not  budgeted  for  it  in  the  way 
that  you  would  desire. 

Senator  JOHNSTON.  Well,  I  will  tell  you  when  the  previous  ad- 
ministrations did  this,  I  said  it  is  a  way  to  sort  of  have  voodoo 
budgeting  to  make  your  budget  figures  look  better. 

And  now  this  administration  is  doing  it.  And  I  must  tell  you  that 
I  have  to  say  the  same  thing.  It  is  just  goofy  budgeting,  just  goofy. 
And  it  is  silly,  downright  silly.  I  mean,  my  colleagues  understand 
what  is  happening. 

We  have  put  $1.5  billion  in  a  project.  And  it  takes  another  $54 
million  to  complete,  incremental  costs.  And  they  say  they  are  going 
to  terminate  it.  Now,  if  that  is  not  the  goofiest  thing  I  have  ever 
heard  of 

Dr.  Dickey.  On  the  other  hand,  Mr.  Chairman,  the  President's 
budget  does  indicate  in  his  Vision  of  Change  for  America,  the  will- 
ingness of  the  administration  to  work  with  the  Congress  in  terms 
of  making  the  best  use  of  the  available  budget  that  we  have. 

And  I  think  the  administration  has  indicated  its  flexibility  with 
regard  to  how  we  utilize  the  funds  that  you  will  be  appropriating 
for  this  program. 
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Senator  JOHNSTON.  How  many  jobs  do  you  figure  we  would  lose 
if  we  terminated  this?  How  many  direct  and  indirect  jobs  would  be 
involved  here? 

Dr.  Dickey.  I  do  not  know  the  answer  to  that. 

Senator  Johnston.  General 

Dr.  Dickey.  We  will  supply  that  for  the  record. 

Senator  Johnston.  What  is  that,  General  Williams? 

General  Williams.  Mr.  Chairman,  according  to  our  records,  by 
not  funding  pools  4  and  5  as  you  have  been  discussing,  we  estimate 
there  is  about  1,300  direct  jobs,  and  a  total  of  about  2,700  indirect 
jobs. 

Senator  Johnston.  That  is  what  you  call  an  economic  stimulus 
package?  I  mean,  this  is  goofy.  [Laughter.] 

CORPS  reorganization  plan 

General  Williams,  we  have  had  the — Secretary  Aspin  has  under 
review  with  the  Base  Closure  Commission  the  reorganization  for 
the  Corps.  I  do  not  know  what  he  is  going  to  recommend.But  it 
seems  to  be  that  he  has  only  two  choices:  One,  either  drop  the 
plans  to  reorganize,  or  initiate  a  new  study.  What  would  be  your 
advice  based  upon  what  he  does? 

General  Williams.  Mr.  Chairman,  if  those  are  the  two  choices 
that  he  is  left  with,  either  kill  the  reorganization  study  totally  or 
do  another  restudy  of  some  sort,  I  would  say  a  restudy  is  certainly 
one  that  I  would  not  recommend. 

Based  upon  the  information  that  we  have  gathered  now  for  the 
last  3  years  of  trying  to  do  a  reorganization,  I  would  say  that  it 
would  take  at  least  another  year  to  go  through  a  study  process  of 
some  sort.  I  am  not  sure  of  what  kind  of  plan  you  would  come  out 
with.  Based  on  my  knowledge  to  date  after  3  years  of  working  this, 
I  would  say  that  any  plan  that  you  come  up  with  someone  is  going 
to  object  to.  And  so  I  would  think  that  a  year  from  now  you  would 
be  sitting  here  with  another  plan,  probably  going  through  a  similar 
type  of  a  process,  trying  to  figure  out  who  the  decisionmaker  is  and 
whether  or  not  it  is  the  right  plan. 

I  think  that  is  a  total  waste  of  taxpayers'  money.  I  think  it  is  to- 
tally unfair  to  put  40,000  civilians  dangling  for  another  year.  They 
have  been  on  a  bungee  cord  for  3  years  now.  So  I  think  it  is  unfair 
from  a  people  aspect,  and  also  a  tax  dollars  aspect.  So  I  would  say 
that  left  with — if  those  are  the  two  decisions,  then  I  clearly  would 
not  recommend  to  Mr.  Aspin  that  we  restudy  for  the  reasons  I  just 
stated.  And  I  would  strongly  recommend  to  him  that  he  kill  the  re- 
organization plan  and  let  us  go  on  with  the  structure  that  you  cur- 
rently have  within  the  Corps  of  Engineers,  but  fully  realizing  that 
you  do  have  to  make  some  managerial  decisions  to  accommodate 
the  cuts  that  we  must  take  in  regard  to  the  executive  order. 

And  also,  we  have  to  have  some  flexibility  to  make  some  process 
changes  within  our  current  structure  to  gain  efficiencies  to  be  able 
to  accommodate  our  mission  with  the  resources  that  are  given  to 
us. 

Senator  Johnston.  Well,  General,  I  am  glad  to  hear  you  say 
that.  And  that  would  be  my  advice  unless — I  have  very  strong  feel- 
ings that  we  ought  to  be  closing  some  of  these  district  offices  from 
some  of  my  colleagues.  And  I  do  not  think  my  colleagues  are  very 
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keen  on  closing  their  district  offices,  at  least  not  those  in  West  Vir- 
ginia and  Oklahoma  and  Washington  and  Tennessee.  [Laughter.] 

So  unless  I  get  a  lot  of  complaints  out  of  the  committee,  I  would 
urge  you  to  do  that.  At  the  same  time,  I  hope  my  colleagues  under- 
stand you  are  going  to  have  to  do  some  consolidating  probably  at 
the  division  level  in  order  to  have  or  make  do  with  the  sparse  dol- 
lars that  you  have.  So  I  am  glad  to  hear  you  say  that.  General. 

And  with  that,  I  will  submit  some  additional  questions  for  the 
record. 

Senator  B5rrd. 

CORPS  REORGANIZATION  PLAN 

Senator  Byrd.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  am  very  much  opposed  to  the  Army  Corps  reor- 
ganization plan,  phase  II  of  it  in  particular,  and  have  so  stated  to 
the  General  and  to  Mr.  Atwood,  who  is  no  longer  here,  and  to  the 
President  as  well,  and  to  Secretary  Aspin,  and  numerous  others. 

When  can  we  expect  to  see  the  details  of  the  Secretary's  forth- 
coming reorganization  proposal? 

Dr.  Dickey.  Mr.  Chairman,  we  have  provided  the  Office  of  the 
Secretary  of  Defense  with  various  analyses  and,  of  course,  the 
original  reorganization  plan.  But  we  have  no  indication  as  to  when 
we  may  receive  an  answer. 

Senator  Byrd.  To  what  extent  will  Congress  be  consulted  and  af- 
fected districts  be  provided  an  opportunity  to  participate  in  the  de- 
velopment of  the  Secretar^s  reorganization  proposal? 

Dr.  Dickey.  The  Secretary  has  not  indicated  to  us  the  process  by 
which  he  will  come  to  a  conclusion. 

Senator  Byrd.  In  a  letter  to  me,  dated  May  19,  Mr.  Dickey,  you 
provided  the  details  of  the  work  force  reductions  allocated  within 
the  Ohio  River  Division  to  implement  the  executive  order,  which 
was  issued  on  February  10.  The  executive  order  required  each  Fed- 
eral agency  to  reduce  its  work  force  by  4  percent  over  3  years,  1 
percent  in  fiscal  year  1993,  IV2  percent  in  each  of  fiscal  years  1994 
and  1995. 

As  I  read  your  letter  and  the  attached  spread  sheet,  I  find  once 
again  that  the  Corps  has  singled  out  the  Huntington  District  for 
staff  reductions.  I  say  "once  again"  because  that  was  the  case  with 
the  reorganization  plan  that  was  announced  last  November  when 
Congress  was  out  of  session.  Just  a  little  background  for  my  col- 
leagues, on  Monday,  November  16,  Army  officials  requested  an  ap- 
pointment to  brief  me  on  the  Army  Corps  of  Engineers  restructur- 
ing proposal. 

Senator  Sasser.  This  was  in  1992? 

Senator  Byrd.  November  16,  1992.  On  November  18,  after  I  had 
been  briefed  by  the  staff,  my  own  staff  on  the  proposal,  I  met  with 
General  Arthur  E.  Williams  to  express  concern  and  opposition.  And 
immediately  following  that  meeting,  I  called  for  a  meeting  with 
Deputy  Secretary  of  Defense  Donald  Atwood.  I  again  expressed 
strong  opposition  to  the  second  phase  of  the  proposal.  And  I  urged 
that  an  announcement  about  the  second  phase  be  postponed,  that 
a  public  announcement  at  least  be  postponed  until  after  Congress 
and  the  incoming  administration  had  an  opportunity  to  review  the 
plan.  Now,  this  was  on  Wednesday,  November  18.  That  very  day. 
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Army  Corps  district  officials,  including  public  affairs  personnel, 
were  in  Washington  being  briefed  on  the  proposal  in  order  that  the 
public  affairs  personnel  could  return  to  their  respective  districts  to 
brief  their  own  personnel  and  the  public  on  the  following  day.  And 
the  next  day,  the  Army  released  to  the  public  its  plan  for  reorga- 
nization that  included  a  proposal  to  cut  365  staff  positions  at  Hun- 
tington. 

So  there  you  are.  I  was  briefed  on  Wednesday,  having  been  noti- 
fied on  Monday  of  that  week  that  the  Army  Corps  of  Engineers 
would  like  to  brief  me  on  the  proposal.  So  I  met  on  Wednesday. 
They  had  their  people  already  here  in  Washington,  from  all  over 
the  country,  briefing  them  on  the  proposal  so  that  they  could  go 
back  to  their  respective  districts  the  next  day  and  make  a  public 
announcement  of  it.  So  I  said,  "Now,  inasmuch  as — Congress  has 
not  heard  anything  about  this.  We  have  agreed  to  phase  I,  but  here 
you  are;  you  wait  until  Congress  is  out  of  town.  Then  you  come  up 
here  and  say  you  are  going  to  do  all  of  this."  I  said,  "You  will  not 
agree  to  delay  it  until  the  next  administration  has  a  chance  to  look 
at  and  until  Congress  comes  back  and  has  a  chance  to  look  at  it, 
but  you  are  going  to  go  out  and  announce  it  tomorrow,  make  a  pub- 
lic announcement."  I  said,  "That  is  going  to  create  a  lot  of  confu- 
sion, alarm,  concern,  in  the  respective  districts.  We  will  get  letters 
from  our  people.  We  will  see  editorials  about  these  cuts,  but  you 
are  hellbent  to  make  the  announcement  tomorrow.  You  cannot 
wait." 

I  think  that  was  a  rather  stealthy  approach.  I  did  not  like  it,  but 
I  could  not  prevail.  Secretary  Atwood  said,  "Well,  we  will  go  back 
and  give  it  some  consideration,"  I  said,  "Put  off  the  announcement, 
at  least,  until  the  next  administration  and  the  next  Congress  can 
look  at  it.  We  do  not  have  any  money  to  implement  this  now." 

HUNTINGTON  DISTRICT  WORK  FORCE  REDUCTIONS 

So  they  went  ahead,  and  they  made  their  announcement.  And 
they  were  going  to  whack  365  personnel  from  Huntington,  who  was 
getting  the  biggest — it  was  getting  the  major  part  of  the  cut.  Well, 
that  is  on  hold  now,  that  proposal.  And  I  hope  it  stays  on  hold.  But 
under  that  plan,  the  work  force  at  Huntington  would  have  been  re- 
duced 37  percent.  Nashville  would  have  been  reduced  28  percent; 
Pittsburgh,  27  percent;  Louisville,  29  percent. 

Now,  what  happens?  Well,  that  is  on  hold.  Well,  there  are  usu- 
ally two  doors.  There  is  a  door  in  front  and  there  is  a  back  door. 
So  they  were  having  problems  with  their  front  door  cuts. 

Now,  what  is  proposed  in  the  implementation  of  the  executive 
order?  The  Huntington  District  Office  would  be  required  to  reduce 
its  work  force  by  81  full-time  employees,  which  means  that  Hun- 
tington would  be  absorbing  46  percent  of  the  required  reduction.  So 
apparently,  they  did  not  take  any  cue  from  my  expressions  of 
alarm  last  November.  So  now  they  are  coming  back,  and  they  are 
saying,  "Now,  in  order  to  implement  the  executive  order,  we  are 
going  to  cut  your  Huntington  corps  46  percent." 

Now,  the  Huntington  District  Office  would  be  required  to  reduce 
its  work  force  by  81  FTE's,  which  means  that  Huntington  would  be 
absorbing  46  percent  of  the  required  reduction.  By  contrast,  Louis- 
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ville  is  slated  for  a  15-percent  reduction;  Nashville,  a  26-percent  re- 
duction; Pittsburgh,  a  13-percent  reduction. 

But  what  is  particularly  disturbing  about  this  work  force  reduc- 
tion proposal  is  its  remarkable,  remarkable  correlation  to  the  Corps 
proposed  reorganization  plan  of  last  November.  I  support  the  Presi- 
dent's effort  to  reduce  the  Federal  work  force,  but  I  cannot  coun- 
tenance a  wholesade  plundering  of  the  Huntington  District  Office, 
which  is  responsible  for  one  of  the  largest  civil  works  programs  in 
the  country.  It  is  obvious  to  me  that  the  impact  of  this  proposed 
reduction  on  the  Huntington  District  flies  in  the  face  of  the  Presi- 
dent's stated  objective  of  preserving  the  Corps'  engineering  and 
constructing  capability  in  order  to  improve  and  maintain  this  Na- 
tion's public  works  infrastructure. 

So  I  get  the  feeling,  Dr.  Dickey,  that  the  Corps  is  attempting  to 
accomplish  through  the  back  door  what  I  and  others  here  in  the 
Congress  are  determined  to  prevent,  if  we  can  do  so,  you  from 
achieving  through  the  front  door.  Is  not  this  a  proposed  work  force 
reduction?  Is  not  this  proposed  work  force  reduction  a  de  facto,  a 
de  facto,  implementation  of  at  least  part  of  your  proposed  reorga- 
nization plan  of  last  November? 

Dr.  Dickey.  Senator  Byrd,  I  would  be  happy  to  address  that.  As 
you  mentioned,  I  responded  to  you  on  May  19  on  this  question.  My 
answer  to  you  was  based  on  an  extremely  thorough  review  by  my 
staff  and  by  General  Williams'  staff,  of  the  procedure  that  was  fol- 
lowed by  the  Ohio  River  Division  in  coming  up  with  its  projections 
of  full-time  equivalent  staff  at  the  various  districts.  And  I  can  state 
to  you  unequivocally,  Mr.  Chairman,  that  these  projections,  what- 
ever fault  they  may  have,  do  not  anticipate  implementation  of  reor- 
ganization. 

They  are  projections  based  on  a  workload  model,  which  takes 
into  account  the  different  labor  intensities  of  the  different  kinds  of 
activities  carried  on  by  the  Corps  and  provides  a  projection  for  the 
use  of  the  districts  in  terms  of  their  long-term  staff  planning. 

They  do  not  represent — again,  I  repeat — any  anticipation  of  reor- 
ganization. And  let  me  say  that  one  fundamental  difference  be- 
tween reorganization  and  the  changes  that  were  anticipated  with 
reorganization  and  this  plan  is  that  reorganization  was  not  just  a 
moving  of  people  around,  but  moving  around  of  processes  and  work 
products,  that  there  is  nothing  in  these  workload  projections  which 
assume  business  as  usual,  if  you  will,  in  terms  of  activities  carried 
on  by  the  different  districts  that  would  lead  to  any  implication  that 
there  was  any  reorganization  anticipated  by  this. 

And,  indeed,  with  regard  to  the  application  of  the  workload 
model,  I  will  say  that  the  division  adjusted  the  results  of  that 
model  to,  in  fact,  reduce  the  impacts  on  the  Huntington  District 
that  were  called  for  by  the  strict  workload  projection. 

Senator  Byrd.  So  what  you  are  sajdng  then  is  that  this  is  simply 
a  coincidence. 

Dr.  Dickey.  Indeed. 

Senator  Byrd.  Strange,  indeed. 

Senator  Sasser.  Senator  Byrd. 

Senator  Byrd.  Yes. 

Senator  Sasser.  Would  you  yield  just  at  that  point? 

Senator  Byrd.  Yes. 
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NASHVILLE  DISTRICT  WORK  FORCE  REDUCTIONS 

Senator  Sasser.  I  note  that  we  have  the  same  coincidence  that 
appears  to  have  occurred  in  the  Nashville  District.  Under  the  origi- 
nal plan,  there  was — they  planned  to  reduce  555  personnel  in  the 
State  of  Tennessee,  which  represented  21  percent  of  the  total  re- 
duction nationally. 

Now,  after  the  reorganization  plan  was  put  on  hold,  why,  it  just 
so  happens  coincidentally  that  there  was  a  reduction  of  force  or  an 
attempt  to  reduce  the  force  of  the  Nashville  District  Office  by  49 
jobs,  49  positions.  So  I  wonder  if  this  coincidence,  reductions  in 
West  Virginia  and  reductions  in  Nashville,  can  be  traced  to  the 
other  offices  where  the  reorganizations  were  to  take  place. 

Senator  Byrd.  Well,  that  would  be  interesting  to — that  would  be 
an  interesting  thing  to  find  out  about  it.  And  I  would  hope  that  in 
the  course  of  this  hearing  and  with  the  information  that  we  should 
ask  be  supplied,  we  can  make  some  determination,  some  deter- 
mination of  that. 

DISTRICT  WORKLOAD  PROJECTIONS 

I  understand  that  virtually  all  of  the  work-years  proposed  for 
elimination  under  the  work  force  reduction  would  be  taken  from 
construction  planning,  design,  and  engineering  functions.  According 
to  projections  provided  to  me  by  the  Corps,  the  construction  plan- 
ning, design,  and  engineering  workload  will  increase  at  Hunting- 
ton, will  increase  from  68  percent  of  the  Huntington  District's  total 
workload  in  fiscal  year  1992  to  72  percent  in  fiscal  year  1995.  By 
contrast,  Pittsburgh's  planning,  design,  and  engineering  workload 
is  projected  to  decrease  from  53  percent  of  its  total  workload  in  fis- 
cal year  1992  to  30  percent  in  fiscal  year  1995.  Nashville  will  de- 
crease from  53  to  42  percent.  Louisville  is  projected  to  increase  its 
planning,  design,  and  engineering  workload  from  33  percent  to  63 
percent.  Now,  if  your  work  force  reduction  allocations  are  based  on 
projected  workloads,  why  do  you  propose  such  a  precipitant 
decrease 

Dr.  Dickey.  Senator  Byrd,  as  I  mentioned- 


Senator  Byrd.  Let  me  finish  my  question.  Why  do  you  propose 
such  a  cut  in  the  case  of  Huntington,  46  percent,  for  Huntington 
to  absorb  46  percent  of  the  required  deduction,  when  Huntington's 
workload  is  going  to  increase?  And  Huntington's  workload  is  al- 
ready the  largest  workload  in  the  district,  in  the  division. 

Dr.  Dickey.  Mr.  Chairman,  as  I  mentioned,  the  model  which  was 
used  by  the  Ohio  River  Division  took  into  account  the  labor  inten- 
sities, if  you  will,  associated  with  different  categories  of  Corps 
work.  So  one  needs  to  look,  not  only  as  your  numbers  indicate,  at 
the  total  work,  but  the  mix.  And  the  particular  model — and  do  not 
misunderstand  me  here,  Mr.  Chairman.  I  am  not  saying  that  this 
is  a  good  model.  Indeed,  the  one  thing  that  came  out  of  our  review 
was  some  question  as  to  the  usefulness  of  this  workload  model,  but 
that  is  another  question.  The  way  the  model  worked  was,  essen- 
tially, to  preserve  the  work  force  associated  with  the  operation  and 
maintenance  activities  and  the  regulatory  program  and  to  take 
work  force  fluctuations  in  the  planning  and  design  activity,  those 
things  which  you  are  concerned  about,  and  which  the  Corps  has 
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considerable  flexibility  with  regard  to  the  amount  of  contracting 
out  it  does  to  vary  the  workload  or  to  vary  the  labor  allocations 
based  on  that  fluctuating  workload  as  a  percentage  of  the  total. 

As  I  said,  one  could  question  the  validity  of  that  model.  And,  in- 
deed, you  have  raised  good  questions,  but  whether  or  not  the  model 
is  a  good  model  for  projecting  labor  force  related  to  workload,  in- 
deed, that  is  the  way  the  projections  were  done.  They  were  not 
done  in  anticipation  of  any  reorganization.  The  President  has  made 
it  quite  clear  that  the  Corps  of  Engineers'  reorganization  is  on  hold. 
And  the  Corps  of  Engineers  is,  indeed,  following  the  direction  of 
the  President  and  of  the  Secretary  of  Defense. 

Senator  Byrd.  Well,  the  Corps  is  not  following  the  direction  of 
the  President  and  the  Secretary  of  Defense  in  this  situation. 

Did  your  workload  projections  include  all  congressionally  author- 
ized projects  and  those  projects  for  which  Congress  has  directed  ap- 
propriations? 

Dr.  Dickey.  I  believe  that  the — and  again,  I  may  stand  corrected 
here,  but  I  believe  that  the  workload  projections  were  based  on  the 
President's  budget. 

Senator  Byrd.  So  the  answer  is  "No." 

Dr.  Dickey.  Well,  of  course,  no  projection  could  be  done  on  the 
basis  of  authorizations  inasmuch  as  the  amount  of  work  authorized 
for  the  Corps  exceeds  by  many  fold  the  available  budgetary  re- 
sources, even  in  the  most  optimistic  of  appropriations. 

Senator  Byrd.  Let  me  ask  the  question  again:  Did  your  workload 
projections  include  all  congressionally-authorized  projects  and 
those  projects  for  which  Congress  has  directed  appropriations? 

Dr.  Dickey.  And  the  answer  is  "No." 

Senator  Byrd.  Well,  can  this,  then,  be  an  accurate  determination 
of  the  workload  for  the  district  if  these  projects  are  not  included? 

General  Williams.  Mr.  Chairman,  I  would  like  to  just  add  one 
comment  in  regard  to 

Senator  Byrd.  Well,  I  would  like  to  have  the  answer  to  that 
question.  Do  you  want  to  answer  it?  How  can  it  be  an  accurate  re- 
flection of  the  workload? 

Dr.  Dickey.  Well,  of  course,  it  is  not  purported  to  be  accurate. 
It  is  purported  to  be  a  best  guess.  And,  indeed,  these  outyear  num- 
bers are  in  anticipation  of — ^best  guesses — of  what  future  workload 
is.  We  will  know  what  workload  is  by  district  and,  indeed,  for  the 
whole  program  when  we  receive  an  appropriation.  And  that  is 

Senator  Byrd.  Now,  wait  just  a  minute,  Mr.  Dickey.  You  just  told 
me  that  your  workload  projections  do  not  include  all  congression- 
ally-authorized projects  and  those  projects  for  which  Congress  has 
directed  appropriations.  This  would  mean  that  in  the  Huntington 
District  Corps  projects  like  those  along  the  Tug  Fork  would  not  be 
included,  right? 

Dr.  Dickey.  Only  if  they  are  included  in  the  President's  budget. 

Senator  Byrd.  Well,  let  us  say  then  that  they  are  not  included 
in  the  President's  budget. 

Dr.  Dickey.  Then  they  would  not  be  projected  in  these  alloca- 
tions. 

Senator  Byrd.  And  that  would  not  be  an  accurate  determination 
of  your  workload,  because  the  workload  is  there;  it  is  going  to  go 
on.  At  Tug  Fork,  you  spent  millions  of  dollars. 
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We  spent  millions  of  dollars  on  that  project,  and  it  is  going  to  be 
finished.  We  know  that.  And  so  to  have  an  accurate  reflection  of 
the  workload,  you  have  to  include  that. 

Now,  let  me  ask — well,  I  do  not  want  to  monopolize  the  time.  I 
have  colleagues  who  are  waiting.  I  will  go  up  and  come  back. 

Senator  NiCKLES.  Mr.  Chairman,  thank  you. 

I  will  be  very  brief.  I  do  not  know  what  Senator  Kerrey's  sched- 
ule is,  but  we  can  possibly  continue  and  not  even  have  any  inter- 
ruption. He  went  to  vote  and  will  be  back. 

INLAND  WATERWAYS  FUEL  TAX 

I  wanted  to  briefly  address  the  increase  in  barge  fees.  The  Presi- 
dent's budget  was  to  increase  it  from  19  cents  per  gallon  of  diesel 
to  $1.19,  is  that  correct? 

Dr.  Dickey.  Yes;  from  the  present  19  cents  to,  really,  $1.20,  be- 
cause it  is  really  a  $1  increase  in  the  fee  over  what  it  would  other- 
wise be.  And  since  it  was  going  to  go  up  from  19  to  20  cents,  the 
increase  is  really  from  19  cents  to  $1.20. 

Senator  NiCKLES.  OK.  Now,  the  House  Ways  and  Means  Com- 
mittee has  cut  that  figure  in  half.  Is  the  President's  figure  now  a 
50-cent  per  gallon  increase? 

Dr.  Dickey.  Well,  the  President's  proposal  is  $1.  And  we  have  re- 
cently submitted  legislation  to  the  Senate  Finance  Committee, 
which  supports  the  $1  increase. 

Senator  Nickles.  How  much  money  does  that  $1  raise? 

Dr.  Dickey.  Some  $430  million,  as  I  recall. 

Senator  Nickles.  $438  million? 

Dr.  Dickey.  No.  $430  million,  approximately,  annually. 

Senator  Nickles.  Now,  I  believe  several  segments  of  inland  wa- 
terways would  be  noneconomical.  I  heard  you  say  earlier  that  you 
assumed  a  7-percent  reduction,  I  believe,  in  total  barge  traffic  as 
a  result  of  that  increase  in  fee  of  $1;  is  that  correct? 

Dr.  Dickey.  Yes. 

Senator  Nickles.  Thinking  parochially  of  the  Port  of  Catoosa  in 
my  State,  our  inland  waterway  operators  have  said  if  the  $1  fee 
went  in — and  I  have  not  asked  them  about  the  50-cent  fee  if  that 
was  the  final  determination — that  a  significant  percentage  of  the 
traffic  would  be  noneconomical  and  may  even  distort  the  entire 
economy  of  the  inland  waterway. 

Have  you  done  any  financisd  analysis  to  see  if  we  would  have 
enough  volume  and  enough  tonnage  to  sustain  the  entire  inland 
waterway  system? 

Dr.  Dickey.  We  have  not  analyzed  segment  by  segment.  And,  in- 
deed, the  point  that  you  make  is  well  taken  in  the  sense  that  those 
waterways  that  do  not  offer  the  same  kind  of  cost  savings  as  some 
of  the  others  would  be  hardest  impacted.  So  the  waterways,  as  I 
said,  where  the  cost  savings  of  using  the  waterway  is  not  as  signifi- 
cant would  be  most  heavily  impacted.  And,  again,  that  differs  by 
waterway  and  by  commodity.  Our  studies  are  not  done  at  that 
level. 

Senator  NiCKLES.  Well,  I  would  like  for  us  to  know  what  we  do 
before  we  do  it.  I  would  hate  to  see  us  put  a  lot  of  people  out  of 
business,  or  I  would  hate  to  see  us  lose  a  very  significant  invest- 
ment. 
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You  had  a  significant  discussion  with  Senator  Johnston  over  the 
Red  River  and  whether  we  should  have  the  final  phase  or  two  com- 
pleted. I  am  looking  at  a  somewhat  comparable  and  significant  in- 
vestment throughout  our  entire  inland  waterway  system. 

I  would  hate  to  see  a  significant  portion  of  that  multibillion  dol- 
lar investment  now  determined  or  made  noneconomical  because  of 
a  500-percent  tax  increase. 

Dr.  Dickey.  Well,  Senator,  it  is  never  a  good  time  to  remove  a 
subsidy.  And  there  is  no  question  that  this  will  have  an  impact.  It 
will  offer  opportunities  for  business  expansion  to  competitors  to  wa- 
terways and,  indeed,  may  lead  to  a  net  increase  in  employment,  de- 
pending on  the  different  labor  intensities  of  the  different  indus- 
tries. 

Senator  NiCKLES.  That  sounds  like  a  tremendous  answer  for  an 
economist.  However,  for  taxpayers  who  have  spent  billions  of  dol- 
lars developing  the  waterway  system,  for  you  to  say  "eliminating 
subsidies,"  they  are  looking  at  taxes  that  are  going  up  525  percent. 

Now,  very  few  people  that  I  would  know  would  rationally  say, 
"Well,  we  have  had  the  tax  at  19  cents,  and  it  is  going  to  20  cents, 
but  now  we  are  going  to  take  that  tax  from  20  cents  per  gallon  and, 
overnight,  we  are  going  to  make  it  $1.20  per  gallon." 

I  just  do  not  think  it  is  a  prudent  action  to  seek  a  500-percent 
increase  in  a  significant,  out-of-pocket  cost  to  the  inland  waterway 
shipping  industry. 

Dr.  Dickey.  The 

Senator  NiCKLES.  You  are  calling  that  "eliminating  subsidies," 
but  many  of  us  call  that  a  500-percent  tax  increase. 

Dr.  Dickey.  All  right.  It  is  not  instantaneous.  It  is  phased  in  over 
4  years  under  the  President's  proposal.  It  is  not  a  one-time  change. 

With  regard  to  the  economics  of  this,  the  waterways  are  economic 
or  not — the  removal  of  the  subsidy,  in  fact,  provides  a  true  test  of 
whether,  in  fact,  these  are  economic  modes  of  transportation. 

Senator  Nickles.  How  do  you  determine  that  subsidy  of  $1? 

Dr.  Dickey.  That  is  just  the  cost  of  the  operation  and  mainte- 
nance of  the  waterways  divided  by  the  number  of  tons  that  use  the 
waterway,  and  ton  mileage,  and  what  that  equates  to  in  fuel. 

In  other  words,  that  is  just  the  amount  of  revenue  necessary  to 
generate  the  necessary  funds  to  pay  the  operation  and  maintenance 
costs  of  the  inland  waterways. 

Senator  Nickles.  I  wonder  if  one  has  ever  considered  about  try- 
ing to  reduce  the  costs  of  operation  of  the  waterways  in  lieu  of  just 
saying,  "Well,  we  are  going  to  tax  it  all,"  but  trjdng  to  make  it  op- 
erate on  a  more  economical  basis. 

Dr.  Dickey.  One  of  the  effects  of  such  a  tax  would  be  to  put 
much  greater  scrutiny  on  that  question.  As  good  administrators,  we 
look  at  that.  The  service  is  provided  at  no  cost  here. 

There  is  no  incentive  on  the  part  of  the  industry,  on  the  part  of 
the  users,  to  advocate  more  efficient  use  of  operation  and  mainte- 
nance moneys.  One  of  the  effects  of  beneficiary  pay  is,  indeed,  you 
have  the  beneficiaries  or  the  users  forcing  a  close  look  at  that. 

Senator  NiCKLES.  Well,  Mr.  Dickey,  I  apologize  to  General  Wil- 
liams and  to  the  others.  We  do  have  a  vote.  And  I  know  that  Sen- 
ator Kerrey  has  been  waiting  as  well,  but  we  only  have  a  few  min- 
utes to  vote. 


117 

I  have  additional  questions  about  Montgomery  Point,  Wister 
Lake,  and  some  levies  around  Tulsa. 

I  will  submit  those  to  you,  because  I  only  have  about  5  minutes 
to  vote. 

Senator  NiCKLES.  The  committee  will  stand  in  recess  until  the 
Chair  comes  back,  which  will  probably  be  in  about  5  minutes. 

[A  brief  recess  was  taken.] 

Senator  KERREY.  Well,  I  hate  to  spoil  your  fun  by  coming  back. 

General  Williams  or  Dr.  Dickey,  either  one,  I  am  conscious,  as 
I  sure  you  are  as  well,  that  taxpayers  these  days  are  constantly  on 
alert,  asking  questions  about  how  money  is  being  spent,  and  you 
are  constantly  having  to  justify  withdrawal  of  money  from  their 
pockets,  and  I  think  understandably  so. 

ECONOMIC  GROWTH 

It  seems  to  me,  as  I  look  at  the  Corps,  and  I  have  had  some  expe- 
rience with  it,  both  as  a  governor  and  as  a  senator  for  a  little  over 
4  years  now,  that  what  we  have  done,  essentially,  is  said  that  there 
is  work  that  needs  to  be  done  in  order  to  provide  for  economic 
growth  in  the  country. 

Flood  control  and  navigation,  particularly  for  a  State  like  Ne- 
braska, we  understand  it  very  clearly,  that  it  has  allowed  us  to  do 
development,  it  has  minimized  economic  loss  during  unforeseen 
natural  disasters,  and  has  stabilized  our  economy  as  a  con- 
sequence. 

I  do  not  know  right  off  the  top  of  my  head  what  the  savings  are, 
but  I  have  no  doubt  that  they  are  in  the  hundreds  of  billions  of  dol- 
lars of  savings  that  have  occurred,  economic  growth,  and  value  that 
has  been  added  to  the  economy,  as  a  consequence. 

I  have  been  through  losses.  I  suffered  a  loss  in  1975,  when  I  was 
in  business,  when  a  tornado  hit  the  area,  and  I  have  a  very  active 
memory  of  what  it  is  like  to  see  that  value  subtracted  from  the 
community,  and  then  had  to  come  back  in  through  the  acquisition 
of  profits,  retained  earnings,  and  all  that  sort  of  thing. 

It  takes  time  to  rebuild  with  economic  activity.  So  I  very  much 
appreciate  what  the  Corps  has  done  and  have  very  little  difficulty, 
with  some  exceptions,  duly  noted  earlier  here,  with  barge  proposed 
increase  in  fee,  and  such  as  that,  there  is  some  controversy. 

But,  in  general,  it  seems  to  me  that  the  mission  of  the  Corps  and 
the  work  the  Corps  has  done  is  very  much  understood  and  very 
much  appreciated. 

ENVIRONMENTAL  QUALITY 

I  am  conscious  that  one  of  the  things  that  the  taxpayer  citizen 
is  saying  to  me  is  that  there  is  a  new  role,  particularly  for  the  riv- 
ers. 

We  now  see  environmental  purposes  having  economic  value  as 
well,  not  just  in  the  mitigation  work,  which  I  would  like  to  talk  to 
you  a  little  bit  about,  but  also  just  in  the  general  environmental 
quality  of  the  river,  not  just  recreational  purposes,  but  people  hav- 
ing a  sense  that  they  have  the  opportunity  to  use  the  river. 

In  Omaha,  for  example,  we  have  about  12  miles,  I  believe,  of 
Corps  dikes  that  do  a  wonderful  job  of  keeping  the  water  out  of  the 
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city,  but  they  also  do  a  pretty  good  job  of  keeping  the  people  away 
from  the  river.  So  there  is  an  increasing  amount  of  consciousness 
of  people  in  the  community  that  they  would  like  to  have  increased 
activity,  an  increased  opportunity  to  get  to  the  river. 

Now,  this  is  going  to  require  investment  on  our  part,  in  my  judg- 
ment, similar,  perhaps,  to  the  way  that  we  have  done  navigation 
and  flood  control,  the  difference  being,  it  seems  to  me,  that  if  we 
are  going  to  make  that  kind  of  an  investment  in  the  new  age  that 
we  are  in,  new  fiscal  age,  where  we  operate  on  a  principle  of  cost 
share,  that  we  are  going  to  have  some  kind  of  a  local  partner,  prob- 
ably a  private-sector  partner  as  well  as  public-sector  partner,  at 
least  we  are  going  to  have  some  sense  that  we  are  going  to  be  able 
to  justify  the  investment,  and  not  just  lay  some  money  down  and 
not  expect  some  return. 

My  own  view  is  that  return  will  come  from  jobs,  return  will  come 
with  improvement  of  the  valuation  of  the  property  itself,  because 
people  themselves  now  are  valuing  it.  They  used  to  value  just  being 
able  to  be  out  of  the  flood  plain,  and  being  able  to  get  flood  protec- 
tion at  the  value  of  the  property.  My  judgment  now  is  that  environ- 
mental quality  will  add  value  to  the  property  as  well. 

I  would  like  to  talk  to  you,  and  I  have  talked  to  the  district  office 
in  Omaha  about  some  planning  money  to  do  that,  to  do  some  as- 
sessment of  what  we  might  be  able  to  do,  get  the  Corps  to  assist 
us. 

Again,  I  emphasize  that  I  think  it  needs  to  be,  rather  than  the 
Corps  just  putting  the  money  out,  we  need  an  active  partner  at  the 
local  level  so  that  it  is  not,  again,  the  taxpayers  feeling  like  we  are 
just  throwing  money  away.  We  need  an  active  partner  that  is  pre- 
pared to  be  engaged,  and  if  a  plan  comes  back,  the  citizens  see 
something  that  is  good. 

EhfVIRONMENTAL  MITIGATION 

I  would  like  to  talk  to  you  a  little  bit  about  the  mitigation  effort. 
One  of  the  things  we  are  hearing  in  our  district  office  is  that  the 
land  acquisition  which  has  begun  today  gets  complicated  or  slowed 
down  as  the  result  of  the  legal  work  that  needs  to  be  done,  just  the 
paperwork  itself  is  difficult  to  process,  and  we  are  slowed  down  in 
acquisition  of  land. 

I  can  tell  you  that  the  acquisition  of  the  bends  that  are  proposed 
are  very  exciting  at  the  local  level.  We  are  beginning  to  see  tan- 
gible opportunity  for  environmental  improvement.  It  is  not  just,  a 
vague  promise,  as  it  was  maybe  15  years  ago  or  10  years  ago.  They 
are  now  beginning  to  see  the  value  of  doing  it. 

I  would  appreciate  your  talking  to  me  a  little  bit  about  whether 
or  not  you  think  there  are  things  that  we  can  do  to  expedite  the 
legal  work,  and  sort  of  unbundle  the  jam  that  appears  to  be  there 
on  acquisition  of  land. 

General  Williams.  Senator,  I  do  not  know  the  specifics  of  the 
particular  project  you  are  talking  about.  I  also  share  your  concern 
in  regard  to  how  long  it  takes  to  do  things,  whether  it  is  the  legal 
paperwork  associated  with  acquisition  of  lands  or  whatever.  That 
is  one  of  my  personal  concerns,  and  that  of  our  organization,  to 
simplify  that  process. 
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I  would  point  out,  or  would  pick  up  on  your  comment  about 
partnering.  The  partnering  philosophy  is  also  another  one  that  I 
think  needs  to  be  further  embraced  than  it  already  is.  The  Corps 
has,  over  the  last  several  years,  tried  to  formalize  more  so  than  we 
have  in  the  past  the  partnering  so  that  we  are  reutilizing  those 
precious  resources  that  we  have  to  get  the  greatest  leverage  and 
the  biggest  bang  for  the  buck.  So  we  also  encourage  that. 

The  mitigation  that  perhaps  you  are  referring  to  is  mitigation 
that  we  £dso  have  picked  up  throughout  the  country  in  regard  to 
our  increased  emphasis  on  the  environmental  ethic  that  is  now  val- 
ued much  higher  throughout  the  public  than  perhaps  in  years  past. 
We  are  trjdng  to  incorporate  that  environmental  ethic  through  ev- 
erything we  do,  which  includes  the  mitigation  that  perhaps  you  are 
referring  to  in  your  particular  project. 

So  in  regard  to  paperwork,  yes,  if  there  is  some  specific  one,  I 
would  be  glad  to  look  into  that. 

Senator  Kerrey.  General  Williams,  I  will  give  you  the  specific 
projects  that  appear  to  be  slowed  down  because  of  paperwork,  but 
I  will  also  alert  you  that  I  have  talked  to  Colonel  Schaufelberger 
developing  a  joint  planning  process,  and,  again,  with  £in  active 
partner. 

ENVIRONMENTAL  EFFORTS 

We  have  a  resource  district  at  the  local  level  and  it  is  prepared 
to  put  some  money  in.  We  have  had  meetings  with  the  county  offi- 
cials as  well  as  the  city  officials  and  the  State  officials  about  doing 
this. 

Again,  what  I  see  is  a  20-  to  25-year  effort  to  do  essentially  what 
we  did  with  flood  control  and  navigation,  add  economic  value,  as 
the  result  of  opening  the  river  back  up,  conscious  of  the  need  to 
maintain  the  flood  control,  but  opening  the  river  back  up  for  envi- 
ronmental purpose,  fish  and  wildlife,  recreation,  just  giving  the 
people  a  sense  that  the  river,  indeed,  is  a  part  of  their  lives. 

It  is  not  me  saying  just  for  the  purpose  of  trying  to  get  some  Fed- 
eral money,  it  is  the  people  now  see  a  third  value  in  the  Corps' 
work,  the  first  value  being  flood,  the  second  value  being  navigation. 

Now  they  are  seeing  the  potential,  admittedly  in  a  different  kind 
of  funding  mechanism,  but  the  potential  now  of  doing  some  addi- 
tional work  on  the  river  that  would  add  value  to  the  community. 

General  Williams.  I  think  that  ties  in  with  the  thrust  that  we 
are  talking  about.  Dr.  Dickey,  in  his  testimony,  was  talking  about 
a  particular  initiative  that  would  look  into  how  we  evaluate  envi- 
ronmental things,  whether  it  is  wetlands,  what  kind  of  value  do 
you  place  on  the,  what  kind  of  analysis  do  you  do,  and  benefit-cost 
ratios,  for  example,  if  that  is  the  proper  way  to  evaluate  an  acre 
of  wetlands  against  another  acre  of  wetlands. 

Senator  Kerrey.  Yes;  and  that  valuation  will  vary.  I  believe  that 
in  our  planning  what  we  are  going  to  get  is  a  demonstration  of 
what  the  wetlands  really  becomes  if  it  is  close  to  the  urban  area. 
It  becomes  much  more  of  an  economic  valuation  that  is  similar  to 
what  would  happen  if  somebody  built  a  park  next  to  your  home 
and  agrees  to  maintain  it. 

I  mean  you  create  economic  value  as  a  result,  and  we  have  the 
opportunity  then  to  improve  residential  neighborhoods  that  have 
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deteriorated  over  the  years,  the  opportunity  to  do  additional  com- 
mercial and  industrial  close  to  that's — ^we  have  to  do  some  cleaning 
up  of  our  own. 

We  have  been  a  bit  negligent.  But  all  of  this  is  me  just  saying 
that  as  a  political  representative,  and  sometimes  leader,  I  am  pre- 
pared to  lead  at  the  local  level  to  do  some  of  the  things  that  will 
be  necessary  to  provide  a  very  active  local  partner,  not  just  for 
funding,  but  an  active  local  partner  to  clear  away  some  of  the  polit- 
ical problems  that  you  always  find  in  interjurisdictional  projects. 

General  Williams.  Sir,  we  welcome  that  assistance. 

Senator  ICerrey.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Senator  JOHNSTON.  Mr.  Byrd,  I  believe  you  had  some  more  ques- 
tions. 

OHIO  RIVER  DIVISION  WORK  FORCE  REDUCTIONS 

Senator  Byrd.  I  do,  Mr.  Chairman.  How  were  the  allocations  for 
the  work  force  reductions  within  the  Ohio  River  Division  deter- 
mined? 

Dr.  Dickey.  Senator,  it  was  essentially  an  iterative  process, 
where  they  projected  the  workload,  essentially  preserved  the  oper- 
ation and  maintenance  work  force,  and  then  allocated  the  short- 
ages. 

In  other  words,  the  work  force  model  required  more  people  than 
were  available.  And  then  the  shortages,  if  you  would,  were  allo- 
cated among  the  various  districts,  to  achieve  some  sort  of  a  pro- 
jected overall  balance. 

Let  me  repeat.  Senator,  that  these  numbers  are  planning  num- 
bers. The  only  ones  that  are  of  any  meaning  are  those  for  fiscal 
year  1993.  That  is  the  year  we  are  in.  Those  are  the  targets  that 
have  to  be  met. 

What  the  division  was  trying  to  do  was  long-rang:e  planning.  In 
this  case,  the  division  was  trjang  to  give  its  best  projection  of  what 
it  thought  the  work  force  might  look  like  in  the  next  couple  of 
years.  But  they  are  going  to  revise  these  again.  Certainly,  I  think 
we  have  learned  a  lot.  We  will  be  giving  them  some  advice  on  what 
we  have  learned  from  our  review  of  their  model.  And  they  are 
going  to  have  to  make  the  hard  decisions. 

Senator  Byrd.  What  are  the  figures  then  for  1993? 

Dr.  Dickey.  The  actual  1993  numbers? 

Senator  Byrd.  Yes. 

Dr.  Dickey.  We  have  recently — the  reason  we  are  hesitating 
here.  Senator,  is  that  recently  the  Office  of  Management  and  Budg- 
et— ^because,  as  Senator  Sasser  alluded  to,  when  we  went  out  with 
the  March  numbers — we  were  surprised,  because  the  Corps  has 
been  under  a  hiring  freeze,  and  we  were  surprised  that,  indeed, 
some  of  the  districts,  particularly  Nashville,  came  in  and  said  to 
achieve  the  allocations  you  provided  we  are  going  to  have  to  do 
some  RIF's.  We  were  shocked  to  find  that.  And,  indeed,  we  found 
when  we  went  out  with  our  manpower  numbers  that  we  were  not 
going  to  be  able  to  achieve  some  of  the  President's  objectives  in 
terms  of  providing  summer  employment,  in  terms  of  providing  the 
seasonal  labor,  which  the  Corps  uses  to  operate  its  recreational  fa- 
cilities and  so  forth,  so  we  have  gone  back  and  gotten  some  adjust- 
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ments  from  0MB,  and  we  will  have  or  will  send  out  new  numbers 
for  the  different  divisions. 

The  Ohio  River  Division,  in  the  allocation  that  you  have  been 
provided,  was  taking  a  61  full-time  equivalent  hit,  61  spaces,  if  you 
will,  and  under  the  new  allocations,  they  will  take  now  a  29-space 
reduction.  So  as  a  result  of  the  relief  that  we  have  obtained,  we  can 
again  provide  for  the  summer  employment,  and  so  forth. 

Now,  it  is  up  to  the  division  to  allocate  that  reduction,  that  29, 
as  opposed  to  the  61,  among  the  districts.  I  do  not  have  the  num- 
bers. We  will  certainly  supply  that  for  the  record  as  to  how  that 
was  done.  But,  indeed,  it  is  substantially  less  than  the  earlier  allo- 
cations, and  certainly  there  will  be  no  RIF's  as  a  result  of  this. 

Senator  Byrd.  How  do  the  proposed  work  force  reductions  for 
districts  in  the  Ohio  River  Division  compare  to  work  force  reduc- 
tions proposed  for  all  the  other  districts? 

Dr.  Dickey.  Senator,  we  are  going  to  have  to  supply  that  for  the 
record.  We  do  not  have  those  numbers. 

Senator  Byrd.  Do  you  not  have  it  there  in  front  of  you?  Is  that 
not  it? 

Dr.  Dickey.  Yes;  we  have  the  current  numbers  here  for  divisions. 

Senator  Byrd.  Mr.  Chairman,  I  ask  that  this  table  be  placed  in 
the  record. 

Dr.  Dickey.  We  would  be  happy  to  put  it  in  the  record. 

Senator  JOHNSTON.  Without  objection. 

[The  information  follows:] 

Letter  From  G.  Edward  Dickey,  Acting  Assistant  Secretary  of  the  Army 

(Civil  Works) 

June  18,  1993. 

Hon.  Mark  O.  Hatfield, 

Ranking  minority  member.  Subcommittee  on  Energy  and  Water  Development,  Com- 
mittee on  Appropriations,  U.S.  Senate,  Washington,  DC. 

Dear  Senator  Hatfield:  This  letter  is  in  response  to  the  request,  made  by  Sen- 
ator Robert  C.  Byrd  during  the  May  26,  1993,  hearing  before  the  Subcommittee  on 
Energy  and  Water  Development  of  the  Committee  on  Appropriations,  for  informa- 
tion on  the  Civil  Works  workload  and  workforce  allocations  for  all  Army  Corps  of 
Engineers  districts  from  fiscal  year  (FY)  1992  through  fiscal  year  1995.  Your  con- 
cern was  to  ensure  that  changes  in  the  district  worldbrce  allocations  are  fair,  that 
they  are  based  on  workload  changes  among  Corps  districts,  and  that  they  are  not 
being  made  for  other  reasons.  The  information  you  requested,  together  with  an  ex- 
planation of  the  steps  taken  to  develop  it,  is  enclosed.  (Also  enclosed  is  a  copy  of 
draft  fiscal  year  1994  workyear  allocations  and  guidance  being  sent  today  to  Corps 
field  commanders  and  directors.) 

Enclosure  1  provides  the  Civil  Works  workforce  information,  as  constrained  by  an- 
nual ceilings  on  Civil  Works  fiill-time  equivalent  (FTE)  workyears,  which  you  have 
requested  for  districts,  divisions,  headquarters  and  laboratories.  The  information  re- 
flects a  reduction  of  1,098  FTE  from  fiscal  year  1992  to  fiscal  year  1995,  in  accord- 
ance with  Executive  Order  12839,  "Reducing  the  Federal  Workforce  by  100,000." 
This  includes  both  allocated  and  actual  FTE  for  fiscal  year  1992,  final  allocations 
for  fiscal  year  1993,  draft;  allocations  for  fiscal  year  1994  and  planning  estimates  for 
fiscal  year  1995.  The  actual  fiscal  vear  1992  usage  differs  fi^m  the  allocations  due 
to  various  constraints  on  hiring  fiill-time  personnel,  as  well  as  due  to  unanticipated 
labor  intensive  events,  such  as  emergency  response  efforts  after  Hurricanes  Andrew 
and  Iniki. 

The  draft  Civil  Works  FTE  allocations  for  fiscal  year  1994  and  planning  estimates 
for  fiscal  year  1995  also  are  being  provided  to  each  Corps  field  commander  and  di- 
rector, in  order  to  afford  them  the  opportunity  to  review  and  comment  on  the  model 
computations  prior  to  Corps  headquarters  affirming  or  modifying  the  allocations.  Is- 
suance of  the  final  allocations  is  scheduled  for  early  August.  Because  the  allocation 
process  is  iterative,  the  information  provided  in  enclosure  1  may  be  revised,  based 
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on  field  commanders'  and  directors'  comments,  and  will  be  further  revised  after  Con- 
gressional action  on  fiscal  year  1994  appropriations,  to  the  extent  that  such  action 
differs  fi-om  the  distribution  of  the  workload  on  which  the  allocation  was  based. 

Enclosure  2  presents  an  overview  of  the  workforce  allocation  process,  including 
milestones,  premises,  and  management  measures  available  to  implement  the  alloca- 
tions. This  enclosure  contrasts  the  schedule  and  decisionmaking  process  to  be  fol- 
lowed this  year  with  practices  of  past  years,  explains  various  technical  and  policy 
premises  that  affect  the  working  of  the  workforce  allocation  model,  points  out  ad- 
justments that  must  be  made  to  the  output  of  the  model,  and  discusses  management 
measures  available  to  achieve  an  appropriate  workforce  distribution,  as  constrained 
by  overall  Civil  Works  workyear  ceilings. 

Under  the  workyear  allocation  process,  the  Chief  of  Engineers  provides  draft  Civil 
Works  FTE  allocations  for  the  coming  year  directly  to  Corps  division,  laboratory  and 
independent  field  ofBce  commanders  and  directors  for  their  comment  and  then  is- 
sues "final"  allocations  prior  to  the  beginning  of  the  fiscal  year.  These  allocations 
are  based  on  analysis  of  the  Civil  Works  workload  and  workyear  requirements,  as 
reflected  in  the  President's  budget  for  the  coming  year,  an  assessment  of  a  small 
number  of  projects  with  a  history  of  being  added  in  law  by  Congress,  and  work  com- 
mitted or  scheduled  in  support  of  other  non-Defense  agencies,  such  as  the  Environ- 
mental Protection  Agency.  A  small  share  of  FTE,  normally  200,  is  withheld  fi-om 
this  initial  allocation  process  and  is  distributed  subsequent  to  enactment  of  the  ap- 
propriations bUl,  to  account  for  workload  shifts  due  to  Congressional  additions  to  or 
deletions  from  the  universe  of  projects  on  which  the  model  is  based.  Planning  tar- 
gets also  are  provided  for  subsequent  years,  based  on  likely  future  Civil  Works 
workload  and  workforce  constraints. 

Because  of  the  importance  of  consistent  application  of  the  workforce  reduction  and 
the  need  for  additional  planning  lead  time  to  minimize  its  impact,  several  changes 
have  been  implemented  in  the  FTE  allocation  process.  In  past  years,  the  Corps  com- 
manders and  directors  have  suballocated  FTE  to  their  districts  and  other  elements 
after  receiving  their  respective  FTE  allocations  from  headquarters.  Beginning  with 
the  workforce  distribution  process  for  fiscal  year  1994,  allocations  to  the  district 
level  are  being  made  by  headquarters.  The  FTE  allocation  schedule  is  being  acceler- 
ated this  year  to  allow  field  commanders  and  directors  more  time  to  review  and 
comment  on  the  draft  allocations  and  to  develop  plans  for  accomplishing  their  work- 
load with  the  workforce  that  will  be  available  to  tiiem. 

The  Corps  Civil  Works  workforce  will  reflect  a  reduction  between  fiscal  year  1990 
and  fiscal  year  1995  of  approximately  1,770  FTE — more  than  6%.  Consequently,  dis- 
tricts with  declining  Civil  Works  workloads  will  experience  FTE  reductions.  More- 
over, districts  with  a  constant  or  increasing  Civil  Works  workload  also  may  experi- 
ence FTE  reductions.  To  accommodate  these  changes,  the  Corps  has  adopted  such 
management  measures  as  decreased  administrative  staffing,  consolidation  of  person- 
nel, finance,  data  processing  and  other  operations,  and  an  increase  in  the  proportion 
of  planning  and  engineering  work  that  is  contracted  to  the  private  sector.  Further 
measures  to  increase  efficiency  and  effectiveness  also  may  be  necessary  in  the  com- 
ing years.  These  would  be  Corps-wide  or,  in  some  cases,  DOD-wide  measures,  which 
would  be  implemented  by  all  divisions. 

Your  interest  in  ensuring  that  workforce  allocations  are  fair  and  that  the  Corps 
is  not  pursuing  reorganization  without  the  approval  of  the  Secretary  of  Defense  is 
most  appropriate.  I  believe  that  your  review  of  the  enclosed  information,  along  with 
the  changes  that  are  being  instituted  in  the  workforce  allocation  process,  will  assure 
you  that  there  is  no  such  intent.  FWther,  we  expect  to  meet  with  the  subcommittee 
staff  in  the  near  future  to  review  the  information  which  I  have  provided  in  this  let- 
ter and  which  has  been  sent  to  the  field. 

This  information  also  is  being  provided  to  the  Honorable  Robert  C.  Byrd,  Chair- 
man, Senate  Committee  on  Appropriations,  and  the  Honorable  Mark  O.  Hatfield, 
Ranking  Minority  Member,  Subcommittee  on  Energy  and  Water  Development,  Sen- 
ate Committee  on  Appropriations.  (The  information  referred  to  appears  later  in  the 
hearing  record.) 
Sincerely, 

G.  Edward  Dickey, 
Acting  Assistant  Secretary  of  the  Army  (Civil  Works). 
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Department  of  the  Army,  U.S.  Army  Corps  of  Engineers 

Civil  Works  Work  Force  Allocation  Models-Key  Milestones,  Premises,  and 

Management  Measures 

I.  overview  of  the  PRE-FISCAL  year  1994  WORKFORCE  ALLOCATION  PROCESS 

Iterative  process. — ^As  indicated  in  the  schedule  below,  the  process  of  allocating 
workforce  resources,  expressed  as  full  time  equivalents  (FTE),  to  field  organizations 
is  iterative.  Each  year,  the  Corps  submits  its  workforce  requirements  to  the  Office 
of  Management  and  Budget  (0MB)  as  an  integral  part  of  its  annual  budget  submis- 
sion. Foflowing  0MB  evaluation  of  the  budget  and  0MB  "passback"  of  the  budget 
and  workforce  ceiling,  the  Corps  analyzes  uie  distribution  of  workload  in  the  ap- 
proved budget  and  allocates  the  available  FTE  resources  accordingly. 

Separate  allocations  for  Corps  civil  works  projects  and  work  for  other  agencies. — 
The  Corps  receives  separate  workforce  allocations  from  0MB  for  appropriated  Civil 
Works  workload  and  for  "Support  for  Others"  (SFO),  or  reimbursable  work  for  other 
agencies.  These  resources  are  allocated  separately  to  subordinate  elements. 

Allocation  authority. — ^The  Chief  of  Engineers  (COE)  allocates  directlv  to  division, 
laboratory  and  independent  field  office  commanders  and  directors.  They,  in  turn, 
suballocate  to  their  districts  and  other  subordinate  elements.  The  COE  allocation 
letter  specifies  any  policies  to  be  implemented  by  field  commanders,  such  as  con- 
tracting out  or  administrative  staffing  goals.  Division  commanders  may  adjust  allo- 
cations among  their  districts  during  the  year  to  accommodate  underutilization  in 
some  locations  and  unanticipated  needs,  such  as  natural  disaster  response,  in  oth- 
ers. 

U.  OVERVIEW  OF  THE  FY  1994  ALLOCATION  PROCESS 

The  Corps  is  adjusting  its  allocation  process  in  fiscal  year  1994. 

Accelerated  schedule. — ^The  Corps  headquarters  is  preparing  workforce  allocations 
on  an  accelerated  schedule  to  provide  field  commanders  and  directors  more  lead 
time  to  plan  tiie  implementation  of  the  workforce  reductions  required  by  Executive 
Order  12839. 

District-level  allocations. — Corps  headquarters  is  providing  District-level  alloca- 
tions with  draft  FY  94  workforce  allocations  to  Division  commanders  on  June  17, 
1993,  and  will  either  affirm  or  modify  the  District  allocations  after  receipt  and  anal- 
ysis of  Division  comments.  This  will  assure  consistent  application  of  the  reductions 
in  accordance  with  guidance  in  Executive  Order  12839. 

Guidance. — There  will  be  more  detailed  guidance  issued  to  field  commanders  and 
directors  than  is  normal  to  insure  Corps-wide  consistency  in  the  implementation  of 
the  workforce  reductions. 

m.  MILESTONE  SCHEDULE  FOR  FY  1994  WORKFORCE  ALLOCATIONS 

This  year.  Corps  staff  is  accelerating  its  normal  schedule  to  have  final  allocations 
by  early  August.  The  schedule  to  produce  the  fiscal  year  1994  FTE  allocations  has 
been  compressed  because  of  the  need  for  both  headquarters  and  field  commanders 
to  plan  for  and  implement  the  workforce  reductions  to  be  achieved  during  fiscal  year 
1994  and  fisctd  year  1995.  In  addition,  the  Corps  headquarters  is  developing  dis- 
trict-level allocations  to  insure  Corps- wide  consistency  in  implementing  the 
workforce  reductions.  Normally,  Division  commanders  allocate  to  tneir  subordinate 
districts.  The  fiscal  year  1994  schedule  follows: 

The  date  and  activity  follow: 

February  1-March  31:  Field  offices  developed  workforce  requirements  based  on 
projects  in  the  President's  budget  and  a  few  projects  with  a  history  of  being  added 
in  law  by  Congress  and  work  committed  or  scheduled  for  other  agencies.  (Congres- 
sional Adds  assessment  for  fiscal  year  1994  is  determined  by  HQUSACE  staff). 

February  10:  President  signed  E.O.  12839,  which  will  reduce  federal  workforce  by 
100,000  of  which  10%  must  be  in  grades  GS/GM  14,  15  and  SES.  The  reduction  is 
to  be  accomplished  through  attrition  and  early  out  programs. 

March  4:  0MB  Bulletin  No.  93-08  provided  implementing  instructions  for  E.O. 
12839.  Reduction  schedule  is  1  percent  in  fiscal  year  1993,  1.5%  in  fiscal  year  1994, 
1.5%  in  fiscal  year  1995. 

April  5:  President's  fiscal  year  1994  budget  submitted  to  Congress.  (Normally  oc- 
curs in  January). 

April  1-June  15:  HQUSACE  staff  reviewed  field  data,  ran  model  to  develop  com- 
puter generated  allocations,  by  year,  for  fiscal  year  1993  (projected  actual)  to  fiscal 
year  1998. 
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May  26:  FY  1993  workforce  allocation  adjusted  to  accommodate  summer  recre- 
ation and  revetment  programs. 

June  1-15:  Fiscal  year  1994  allocations  generated  by  the  automated  workforce  al- 
location model  are  "curve-smoothed"  at  District  level  to  even  out  workload  peaks 
and  valleys  and  provide  a  consistent  human  resource  management  direction  in  view 
of  long  term  workload  trend. 

June  17:  Preliminary  fiscal  year  1994  allocations  and  planning  targets  for  fiscal 
year  1995-98  provided  to  commander's  and  directors  for  comment.  The  same  infor- 
mation is  furmshed  to  Senators  B3rrd,  Johnston  and  Hatfield. 

June  17-July  9:  Field  review  and  comment. 

July  9-30:  HQUSACE  analysis  of  field  comments;  either  affirms  or  modifies  June 
17th  workforce  allocations. 

August  2:  Headquarters  provides  "final"  fiscal  year  1994  allocations  to  field  com- 
manders and  directors. 

September  ?:  Post  fiscal  year  1994  Appropriations  bUl  adjustments  provided  to 
field  commanders  and  directors.  Conference  report  +  2  weeks. 

February  1994:  President's  fiscal  year  1995  budget  submitted.  Begin  allocation 
process  for  fiscal  year  1995. 

IV.  WORKFORCE  ALLOCATION  MODEL  PREMISES 

The  Corps  headquarters  uses  an  automated  workforce  allocation  model  to  deter- 
mine manpower  requirements  and  allocate  available  resources  among  field  offices. 
The  "requirements"  data  is  comprised  of  workload,  as  defined  by  the  President's 
budget  and  past  Congressional  adds  expected  to  be  appropriated  in  the  budget  year, 
and  field  estimates  oi  the  manpower  required  to  execute  that  workload.  All  informa- 
tion for  the  model  originates  in  District  OfiBces.  Discussed  below  are  five  premises 
incorporated  into  the  model  computations  and  the  allocation  process. 

The  allocation  model  is  based  on  anticipated  workload. — The  initial  field  requests 
for  workforce  resources  list  every  project,  their  expected  execution  of  and  their  pro- 
jected workforce  requirements  for  each  project.  Projects  included  are  those  in  the 
President's  budget  plus  some  projects  that  are  regularly  added  by  Congress.  For  the 
budget  year,  only  previously  funded  projects  are  considered  as  potential  additions 
to  those  in  the  budget.  For  the  planning  years,  field  offices  are  permitted  to  sched- 
ule PED  and  construction  new  starts  that  flow  from  authorized  and  funded  studies. 
The  computer  model  determines  a  labor  allocation  rate  for  similar  types  or  cat- 
egories, of  work,  based  on  the  average  of  all  projects  in  each  category,  and  uses  that 
allocator  to  distribute  the  available  workforce  resources.  Total  workforce  available 
is  constrained  to  the  0MB  ceiling.  When  the  0MB  ceiling  is  less  than  field  projec- 
tions of  their  requirements,  shortages  are  distributed  across  the  agency  to  all  offices 
proportional  to  their  workloads. 

The  model  provides  for  the  fact  that  different  types  of  work  have  varying  rates  of 
labor  intensity. — Different  types,  or  categories,  of  work  require  varsdng  amounts  of 
labor  per  appropriated  dollar.  For  instance,  $1  million  appropriated  for  a  dredging 
project  requires  only  2-3  workyears,  or  FTE,  to  execute,  but  the  same  $1  million 
allocated  to  planning  or  regulatory  activity  may  require  12-14  FTE  to  execute.  The 
workforce  model  subdivides  projects  into  similar  types  (e.g.  all  reconnaissance  stud- 
ies, all  PED  studies,  etc.)  for  analysis.  The  Corps  administers  9  major  appropria- 
tions plus  work  for  other  agencies.  Each  appropriation  may  be  divided  in  4—8  major 
categories  of  work  which  may  each  be  further  subdivided  into  up  to  25  classes  and 
50  subclasses  of  work.  There  are  theoretically  about  700  types  of  work  (or  appropria- 
tion-category-class-subclass codes)  in  the  model,  however  about  75  percent  of  all" 
Corps  projects  are  categorized  into  about  80  code  types  during  the  workload  analy- 
sis. The  "average"  labor  intensity  expressed  as  the  percentage  of  labor  dollars/appro- 
priation dollar  for  the  major  appropriations  is  GI,  41%;  CG,  11%;  O&M,  34%;  GE, 
66%. 

The  model  accommodates  workload  exchanges  among  districts. — "Brokering"  is  the 
term  used  to  describe  projects  that  are  assigned  to  and  managed  by  one  district,  but 
which  may  be  executed,  in  part,  by  another  district.  For  example,  a  district  may 
"broker"  or  contract  with  a  Corps  laboratory  such  as  the  Waterways  Experiment 
Station  (WES)  to  perform  a  hydraulic  model  study  of  a  lock  design.  In  that  instance, 
the  District  transfers  funds  to  WES  to  accomplish  the  study;  WES  reports  receipt 
of  the  funds  in  the  database  and  schedules  its  workforce  accordingly.  In  another 
common  example,  a  district  such  as  Baltimore  may  "broker"  or  contract  with  Phila- 
delphia District,  which  operates  the  hopper  dredge,  "McFarland",  to  dredge  Balti- 
more Harbor  and  Channels.  Again,  the  Baltimore  District  would  transfer  the  funds 
to  Philadelphia  which  would  schedule  its  dredge  and  workforce  accordingly.  In  all 
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such  cases,  the  funds  and  personnel  necessary  to  execute  the  "brokered"  work  is  re- 
flected in  the  database  of  the  district  executing  the  work. 

Past  workforce  reductions  have  been  accommodated,  in  part,  by  reductions  in  ad- 
ministrative staffing. — ^As  part  of  the  Corps  attempt  to  absorb  workforce  reductions 
within  its  existing  structure,  it  has  encouraged  the  minimization  of  overhead  costs 
(personnel,  finance,  information  management,  logistics,  etc.)  through  the  establish- 
ment of  administrative  stafBng  targets  for  each  division  (percentage  of  administra- 
tive staff  to  total  staff).  The  Corps-wide  target  has  been  to  reduce  from  17.8%  ad- 
ministrative staff  in  fiscal  year  1991  to  16.5%  in  fiscal  year  1993.  Targets  are  estab- 
lished at  division  level  and  vary  among  divisions  depending  on  their  workload  mix. 

Past  workforce  reductions  have  been  accommodated,  in  part,  by  increasing  the 
amount  of  planning  and  engineering  work  contracted  to  the  private  sector. — ^As  part 
of  the  Corps  attempt  to  absorb  workforce  reductions  within  its  existing  structure, 
the  Corps  nas  encouraged  an  increase  in  the  contracting  out  of  planning  and  engi- 
neering work.  The  Corps-wide  target  has  been  to  increase  the  contracting  out  of 
Planning  work  fi-om  16%  in  fiscal  year  1990  to  27%  in  fiscal  year  1993.  Similarly, 
the  contracting  out  targets  for  engineering  work  have  increased  fi*om  24%  in  fiscal 
year  1990  to  37%  in  fiscal  year  1993.  Targets  are  established  at  division  level  and 
vary  among  divisions  depending  on  their  workload  mix. 

V.  ADJUSTMENTS  TO  THE  AUTOMATED  WORKFORCE  ALLOCATION  MODEL  RESULTS 

The  automated  workload  allocation  model  produces  an  "ideal"  allocation  for  each 
Corps  organization  based  on  its  workload  for  that  year.  However,  workload,  as  de- 
fined by  appropriated  funds,  may  vary  considerably  from  year  to  year  and  Corps  es- 
timates of  l5ie  workload  to  be  appropriated  changes  as  the  year  progresses  up  to  the 
signing  of  an  Appropriations  Bill.  Following  are  two  adjustments  made  to  the  auto- 
mated model  results  to  accommodate  human  resource  management  concerns  and  ad- 
justments that  are  made  after  a  bill  is  passed. 

Model  results  are  dampened  to  provide  consistent  management  of  personnel  over 
time. — ^While  the  total  workload  for  the  Corps  of  Engineers  has  remained  fairly  con- 
stant over  recent  years,  the  workload  and  workload  mix  (proportion  of  planning,  en- 
gineering, construction,  operations)  can  vary  considerably  from  year  to  year  among 
divisions  and  districts.  The  automated  workload  model  computes  the  estimated  "fair 
share"  of  workforce  resources  for  a  division  or  district  each  year  based  on  the  work- 
load for  that  year.  Workload  fluctuations,  however,  may  cause  the  computed  amount 
of  FTE  to  vary  up  and  down  from  year  to  year.  Corps  headquarters,  therefore, 
"smooths"  the  allocation  based  on  the  long  term  workload  trend  in  each  division, 
generally  damping  sudden,  large  changes,  in  accordance  with  the  5-year  workload 
trend.  This  poUcy  permits  the  consistent  and  predictable  management  of  human  re- 
sources over  time.  Division  and  district  engineers  may  also  use  contracting  out  or 
brokering  of  work  among  districts  to  accommodate  short  term  workload  peaks  and 
valleys.  The  workload  computations  and  trends  analysis  are  redone  each  year. 

The  model  results  are  adjusted  for  differences  between  the  workload  in  the  model 
and  the  appropriations  bill. — Initial  allocations  to  the  field  are  based  on  the  projects 
in  the  President's  budget.  HQUSACE  staff,  however,  withhold  a  "reserve'^  of  ap- 
proximately 200  FTE  that  are  only  allocated  after  the  final  conference  report  is 
available  to  accommodate  changes  made  by  the  Congress  during  the  appropriations 
process. 

VI.  MANAGING  THE  IMPLEMENTATION  OF  CIVIL  WORKS  WORKFORCE  ALLOCATIONS 

Each  year,  the  Chief  of  Engineers  provides  some  guidance  to  subordinate  com- 
manders and  directors  along  with  the  allocations. 

Fiscal  year  1994  guidance  to  field  commanders  and  directors. — In  order  to  insure 
that  fieldf  commanders  and  directors  implement  the  workforce  reductions  in  a  con- 
sistent manner  during  the  next  two  years,  headquarters  staff  are  currently  develop- 
ing giiidance  to  accompany  the  fiscal  year  1994  allocation  (and  fiscal  year  1995-98 
planning  estimates).  Tne  guidance  will  implement  policies  contained  in  E.G.  12839, 
specifically,  that  the  reductions  are  to  be  accomplished  by  attrition  and  early  out 

grocedvu-es.  It  will  provide  for  the  possible  future  implementation  of  Department  of 
lefense  Decisions  (DMRD),  such  as  DMRD  910,  which  may  require  the  estabUsh- 
ment  of  one  centralized  F&A  center  for  the  Corps  and  DMRD  918,  which  may  con- 
solidate DOD  automated  data  processing  centers.  It  will  similarly  address  the  possi- 
bility of  future  adjustments  to  implement  other  decisions  that  may  be  made  such 
as  those  which  may  emerge  from  the  recent  operations  and  maintenance  pro-am 
study.  It  will  provide  for  potential  organizational  efficiencies  within  District  offices. 
And,  finally,  it  will  address  other  initiatives  such  as  administrative  staffing  ratios, 
contracting  out,  supervisory  ratios,  and  organizational  layers.  In  general,  the  pur- 
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pose  of  the  gmdance  will  be  to  establish  the  ground  rules  for  managing  the 
workforce  reductions  to  insure  Corps-wide  consistency  in  implementation. 

There  will  be  no  RIFs  to  implement  workforce  reductions  required  by  E.O.  12839. — 
However,  there  are  situations  when  workforce  reductions  targeted  at  specific  mis- 
sions or  functions  are  best  managed  using  RIF  procedures.  As  noted  above,  the 
Corps  generally  allocates  to  trends  and  encourages  the  use  of  contracting  out  and 
brokering  to  minimize  the  need  for  disruptive  personnel  management  activities  such 
as  RIF.  Occasionally,  however,  RIF  is  the  preferred  means  to  manage  a  specific  situ- 
ation. For  instance,  if  a  construction  project  is  completed,  the  construction  office 
must  be  closed  and  the  personnel  transferred  to  new  jobs  or  offered  other  positions. 
In  such  cases  RIF  procedures  may  be  used  to  determine  employees'  rights  to  other 
positions  in  the  District.  Similarly  if  selected  activities  such  as  personnel,  finance 
or  ADP  operations  are  consolidated  into  one  location,  RIF  procedures  may  be  used 
to  place  employees  whose  jobs  are  aboUshed.  In  such  circumstances,  RIF  procedures 
provide  employees  with  certain  rights  that  they  are  not  eifforded  otherwise. 

Even  when  RIF  procedures  are  used,  usually  very  few  Corps  employees  are  sepa- 
rated involuntarily  during  a  RIF.  For  instance,  dxiring  a  reduction  in  HQUSACE 
this  past  year  26  civil-funded  positions  were  abolished,  however,  12  employees  were 
reassigned  within  their  competitive  level  and  14  were  issued  RIF  notices.  Of  those 
who  receive  RIF  notices,  7  were  reassigned  at  the  same  grade,  6  were  placed  in 
other  positions  at  one  grade  lower  (with  save  pay  and  grade  rights  for  3  years)  and 
1  employee  retired.  No  employees  were  separated  involuntarily. 


Memorandum  From  John  F.  Wallace,  Director  of  Resource  Management,  U.S. 

Army  Corps  of  Engineers 

June  18,  1993. 

Memorandum  for:  See  distribution. 

Subject:  Draft  fiscal  year  1994-95  civil  works  FTE  allocations. 

1.  This  memorandum  provides  at  enclosure  1  your  draft  fiscal  year  1994  civil  FTE 
allocations  for  review  and  comment  and  fiscal  year  1995  FTE  allocation  estimates 
for  planning  purposes.  The  draft  allocations  have  been  adjusted  to  account  for  both 
workload  changes  and  reductions  required  as  a  result  of  Executive  Order  12839.  The 
data  displayed  herewith  will  be  followed  within  a  week  in  the  Command  Resource 
Guidance  format  in  RG2-93.  I  reauest  your  comments  on  the  draft  allocations  and 
narrative  guidance  (Enclosure  2)  by  COB  9  July  93.  Comments  should  be  sent  to 
CERM-U  with  an  information  copy  provided  to  CECW-BA.  There  will  be  no  exten- 
sions to  this  date. 

2.  Since  E.O.  12839  specifies  that  the  reductions  must  be  implemented  through 
attrition  and  early  out  programs,  reductions  have  been  limited  to  those  which  we 
believe  can  be  accommodated  through  these  means.  Should  we  have,  in  your  opin- 
ion, created  a  reduction-in-force  (RIF)  situation  in  any  district,  you  must  advise  us 
when  submitting  your  comments.  Since  we  have  limited  the  rate  at  which  we  imple- 
mented reductions  in  districts  with  declining  workload  we  have  conseauently  re- 
duced the  rate  at  which  we  increased  some  districts  with  increasing  workload.  Dis- 
trict and  Division  Commanders  should  consider  increased  contracting  out  to  manage 
short  term  personnel  shortages  in  districts  with  growing  workloads. 

3.  The  draft  allocations  are  to  district  level.  The  district  level  allocations  wiU  be 
affirmed  or  modified  by  HQUSACE  based  upon  comments  received  from  Major  Sub- 
ordinate Command  (MSC)  Commanders.  The  limitations  imposed  and  other  guid- 
ance at  enclosure  2  are  designed  to  ensure  that  field  commanders  and  directors  com- 
ply with  tiie  intent  of  E.O.  12839  and  that  reductions  are  implemented  with  consist- 
ency throughout  the  Corps.  At  the  same  time,  we  have  provided  some  additional 
flexibility  regarding  how  you  might  organize  internal  to  a  district  or  division  head- 
quarters to  reduce  costs. 

4.  You  will  be  provided  the  final  military  and  civil  works  resource  allocation  guid- 
ance by  the  first  week  of  August  93.  You  will  be  required  to  submit,  within  three 
weeks  of  receiving  yoxir  final  guidance,  a  plan  on  how  you  intend  to  achieve  the 
manpower  reductions.  In  addition  to  your  Civil  Works  UtiUzation  Plan,  you  will 
have  to  advise  whether  you  plan  to  accommodate  the  reductions  through  attrition 
or  whether  you  plan  to  request  authority  to  use  the  Voluntary  Early  Retirement  Au- 
thority (VERA)  or  Voluntary  Separation  Incentive  Pay  (VSIP)  to  facilitate  the  tran- 
sition. You  must  also  advise  us  whether  you  foresee  any  potential  RIF  situations 
that  arise  for  reasons  other  than  the  general  workforce  reductions  (enclosure  2, 
paragraph  3). 
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5.  Upon  receipt  of  this  correspondence  the  hiring  freeze  on  all  Civil  Works  posi- 
tions is  lifted  except  as  provided  for  in  CERPO  memorandum  dated  2  April  1993, 
Subject:  USAGE  Freeze,  regarding  the  Corps  Outplacement  Program,  the  DOD  Pri- 
ority Placement  Program,  manpower  ceiUngs,  and  funding  constraints  continue  to 
apply.  You  may  hire  consistent  with  your  draft  fiscal  year  1994  allocations  and  fis- 
cal year  1995  planning  guidance.  Hiring  of  high  grade  positions  must  be  controlled 
and  under  no  circumstances  should  you  exceed  fiscal  year  1993  high  grade  ceilings, 
unless  granted  an  exception,  as  further  high  grade  reductions  can  be  ejcpected  with 
the  final  fiscal  year  1994  resource  allocations.  It  is  important  that  division  com- 
manders ensure  that  all  organizations  within  the  division  have  a  plan  to  meet  their 
allocations  before  hiring  commences,  recognizing  that  HQUSACE  intends  to  affirm 
the  draft  allocations  alter  consideration  of  MSC  commander  comments.  Districts 
should  not  hire  in  excess  of  either  the  division  recommendation  or  the  enclosed  esti- 
mates, whichever  is  less,  vmtil  the  final  allocations  are  provided. 

6.  In  response  to  a  Senate  question,  we  have  provided  to  Senator  Byrd  and  the 
Senate  Appropriations  Committee,  Subcommittee  on  Energy  and  Water  Develop- 
ment a  copy  of  the  workload  and  manpower  estimates,  by  District,  fi*om  fiscal  year 
1992  to  fiscial  year  1995.  That  correspondence  explains  to  the  Senator  and  the  com- 
mittee some  of  the  adjustments  we  nave  made  to  the  allocation  process  this  year, 
and  why.  I  have  enclosed  (enclosure  3)  a  copy  of  that  correspondence  for  your  infor- 
mation. 

7.  Points  of  Contact  for  any  questions  on  the  draft  allocations  are  Mr  Spencer 
Key,  CERM-U,  phone  (202)  272-1874  or  Mr  Peter  Glyer  CECW-BA,  phone  (202) 
272-0703. 

For  the  commander: 

John  F.  Wallace, 
Director  of  Resource  Management. 

DISTRIBUTION 

Commander: 

HQ  US  Army  Corps  of  Engineers,  attn:  CEHEC-RM-M 

USAED,  Huntsville,  attn:  CEHND-RM-H 

USAED,  Lower  Mississippi  VaUey,  attn:  CELM^/-DC-M 

USAED,  Missouri  River,  attn:  CEMRD-RM-P 

USAED,  North  Atlantic,  attn:  CENAD-RM-P 

USAED,  North  Central,  attn:  CENCD-RM-B 

USAED,  New  England,  attn:  CENED-PD-PM 

USAED,  North  Pacific,  attn:  CENPD-RM-U 

USAED,  Ohio  River,  attn:  CEORD-RM-M 

USAED,  Pacific  Ocean,  attn:  CEPOD-RM-U 

USAED,  South  Atlantic,  attn:  CESAD-RM-B 

USAED,  South  Pacific,  attn:  CESPD-RM-U 

USAED,  Southwestern,  attn:  CESWD-RM-B 

USAED,  Transatlantic,  attn:  CETAD-RM 
Commander  and  Director: 

US  Army  Construction  Engineering  Research  Lab,  attn:  CECER-RM-M 

US  Army  Cold  Regions  Research  and  Engineering  Lab,  attn:  CECRL-RM 

US  Army  Topographic  Engineering  Center,  attn:  CETEC-RM-M 

US  Army  Engineer  Waterways  Experiment  Sta,  attn:  CEWES-RM 

US  Army  Engineer  Water  Resources  Spt  Cet,  attn:  CEWRC-RM 

US  Army  Humphreys  Engineer  Center  Spt  Act,  attn:  CEHEORM-M 
Director: 

US  Army  Humphreys  Engineer  Center  Spt  Act,  attn:  CEHEC-RM-M 

US  Army  Marine  Design  Center,  attn:  CEMDC 


Draft— Guidelines  for  Implementation  of  FY  1994  Workforce  Reductions 

1.  There  will  be  no  reduction-in-force  (RIF)  actions  to  achieve  the  workforce  reduc- 
tions required  by  Executive  Order  12839.  All  such  reductions  will  be  achieved 
through  attrition  and  early  out  programs.  The  Assistant  Secretary  of  the  Army 
(Manpower  and  Reserve  Affairs)  approved  our  recent  request  to  eliminate  the  re- 
quirement that  a  RIF  notification/request  accompany  Voluntary  Separation  Incen- 
tive Pay  (VSIP)  and  Voluntary  Early  Retirement  Authority  (VERA)  packages.  Addi- 
tional guidance  on  VERA  and  VSIP  will  be  issued  by  CEHR  under  separate  coyer. 

2.  There  may  be  some  situations,  such  as  the  completion  of  a  construction  project 
and  the  closing  of  the  corresponding  field  office,  that  will  suggest  the  use  of  RIF 
procedures,  wMch  provide  rights  to  employees  whose  positions  are  abolished.  In  all 
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such  cases  it  must  be  crystal  clear  that  the  RIF  is  a  result  of  a  mission  or  workload 
change  and  is  unrelated  to  the  workforce  reduction  required  by  Executive  Order 
12839.  All  such  requests  will  be  forwarded  to  CEHR^E  for  approval  in  accordance 
with  established  procedures. 

3.  Division  commanders  may  adjust  the  August  final  allocation  ceilings  during  fis- 
cal year  1994  only  to  accommodate  underutilization  during  the  year  and  unantici- 
pated needs,  such  as  responses  to  natural  disasters.  All  sucn  changes  must  be  docu- 
mented and  reported  to  CERM-U. 

4.  Division  Engineers  are  not  authorized  to  consolidate  functions  such  as  finance, 
planning,  engineering  or  others  between  districts  and/or  division  offices. 

5.  There  may  be  Defense-wide  initiatives  to  consolidate  selected  functions.  For  in- 
stance, Defense  Management  Review  Decision  (DMRD)  910  may  require  the  consoli- 
dation of  finance  and  accounting  activities.  Similarly  DMRD  918  may  require  the 
consolidation  of  selected  information  management  activities.  There  may  be  other  de- 
cisions concerning  selected  Corps  functions.  In  all  such  cases,  the  decision  will  be 
made  by  the  Chief  of  Engineers  and  implemented  in  a  consistent  manner.  Corps- 
wide. 

6.  Civil  programs  administrative  staffing  ratios  and  contracting  out  targets  at  the 
division  level  will  be  provided  by  separate  enclosure.  Division  commanders  are  ex- 
pected to  meet  these  targets. 

7.  Commanders  and  Directors  are  encouraged  to  structure  organizations  in  accord- 
ance with  sound  position  management  principles.  Look  for  opportunities  to  create 
flatter  organizations,  reduce  layering,  consoliaate  small  offices  (without  eliminating 
functions),  empower  non-supervisory  employees,  and  improve  supervisory  ratios. 
When  reviewing  organizational  structures,  commanders  should  consider  the  super- 
visor to  employee  ratio.  Currently  the  Corps-wide  ratio  is  1:5.7  whUe  the  Depart- 
ment of  the  Army  goal  is  1:8.  The  Corps'  nscal  year  1994  goal  is  1:6  and  progress 
will  be  measured  in  the  CMR.  Current  regulatory  guidance,  especially  the  10-1  se- 
ries, may  be  restrictive  and  Umit  commanders'  flexibility  to  reorganize  offices. 
CERM-O  is  in  the  process  of  revising  O&F  draft  guidance  for  the  field.  Until  such 
time  as  this  gmdance  is  promulgated  commanders  may  recommend  alternative  orga- 
nization arrangements  to  achieve  cost  efficiency  consistent  with  other  guidance  in 
this  memorandum.  Requests  for  exception  to  the  regulations  will  be  processed  by 
CERM-O  within  30  days  fi-om  date  of  receipt. 

8.  Previous  Department  of  the  Army  exceptions  to  the  high  grade  cap  for  applica- 
tion of  new  standards,  classification  appeals  decisions  etc.,  are  no  longer  in  effect. 
As  standards  such  as  the  General  Schedule  Supervisory  Guide  are  applied,  HQDA 
has  made  it  clear  that  there  will  be  no  adjustments  made  to  our  high  grade  ceiling. 
While  commanders  must  ensure  that  positions  are  properly  graded,  this  must  be 
done  with  organizational  structures  which  are  in  compliance  with  the  allocated  high 
grade  ceilings.  Commanders  must  also  assure  that  managers  act  responsibly  in  as- 
signing higher  graded  duties  to  as  few  positions  as  possible  to  minimize  the  classi- 
fication of  positions  to  the  GS/GM  13 — 15  grade  levels.  High  grade  ceilings  for  fiscal 
year  1994  and  fiscal  year  1995  will  be  adjusted  downward  in  accordance  with  Exec- 
utive Order  12839  and  consistent  with  workforce  reductions.  New  fiscal  year  1994 
high  grade  ceilings  will  accompany  final  workforce  allocations  in  early  August,  1993. 

CORPSWIDE  DISTRICT  WORK  FORCE  REDUCTIONS 

Senator  Byrd,  Were  reductions  in  other  districts  applied  across 
the  board,  or  were  they  based  on  a  workload  assumption? 

Dr.  Dickey.  Again,  Senator,  the  headquarters  makes  the  FTE  re- 
ductions by  division.  The  divisions,  in  turn,  make  the  allocations  to 
the  districts,  and  the  allocations  are  at  the  discretion  of  the  divi- 
sion commander,  based  on  workload. 

Senator  Byrd.  How  do  the  proposed  work  force  reductions  for  the 
districts  compare  with  reductions  proposed  for  division  offices,  the 
laboratories,  and  Corps'  headquarters? 

Mr.  Kennon.  Sir,  the  reductions  for  each  of  the  division  offices, 
headquarters,  laboratories,  and  other  offices  of  the  Corps  were 
made  on  a  pro  rata  basis.  We  prorated  1.5  to  1.7  percent,  with  the 
headquarters  office  taking  an  equivalent  prorated  reduction. 

Senator  Byrd.  You  are  not  making  the  districts,  the  various  dis- 
tricts, take  their  reductions  on  a  pro  rata  basis,  are  you? 
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Mr.  Kennon.  Sir,  we  did  not  do  that. 

Senator  Byrd.  Why  are  you  not  treating  them  all  alike? 

Mr.  Kennon.  We  made  the  allocation,  sir,  to  the  division,  and 
then  the  division  commander  made  his  allocations  based  upon  exe- 
cuting his  workload.  In  our  1994  allocation,  we  will  be,  at  the  head- 
quarters, allocating  those  to  the  divisions,  based  upon  the 
divisionwide  workload  estimate. 

Senator  Byrd.  Given  all  that  remains  to  be  done  within  the  Hun- 
tington District,  in  my  State  alone,  flood  protection  work  along  the 
Levisa  and  Tug  Forks  of  the  Big  Sandy,  construction  and  rehabili- 
tation of  locks  and  dams  needed  to  modernize  the  Kanawha  River 
navigation  system,  the  port  and  waterfront  development  projects 
along  the  Ohio  River,  the  environmental  cleanup  required  at  Win- 
field  and  Blue  Stone  Lake,  the  flood  control  plans  for  Island  Creek 
at  Logan  and  Oceana,  what  would  be  the  impact  of  your  proposed 
work  force  reductions  on  the  pace  of  these  important  projects,  the 
ability  of  the  Corps  to  quickly  and  effectively  respond  to  local  natu- 
ral disasters,  such  as  the  1977,  the  1984,  and  the  1985  floods,  and 
the  ability  of  the  Corps  to  safely  manage  and  maintain  all  existing 
flood  control  and  navigation  projects  within  the  central  Ohio  River 
basin? 

Dr.  Dickey.  Senator,  I  would  suggest  that  these  projects  will  not 
impact  on  the  Corps'  ability  to  do  that  work,  because,  first  of  all, 
when  the  money  is  appropriated  for  that  work,  we  will  make  the 
necessary  adjustments  to  assure  that  each  distVict  can  have  the  ap- 
propriate share  of  the  total  work  force  that  we  are  given. 

We  assign  our  labor  force  to  get  the  maximum  productivity  out 
of  it,  recognizing  the  fact  that  in  the  engineering  and  design  func- 
tions, that  the  Corps,  of  course,  relies  extensively  on  contracting 
out,  and  has  the  ability  to  handle  fluctuations  in  that,  and,  indeed, 
we  consciously  use  contracting  out,  contracting  for  engineering 
services,  to  handle  peaks  in  the  workload  and  to  ensure  that  we 
achieve  the  schedules. 

Senator  Byrd.  What  is  the  status  of  the  proposed  work  force  re- 
duction? 

Dr.  Dickey.  The  work  force  projections  that  were  provided  for 
1994  and  1995  are  simply  planning  numbers  and  they  have  no  use 
or  impact  beyond  that  as  planning  numbers,  and  are  revised  sev- 
eral times  during  the  year. 

Senator  Byrd.  If  the  Corps  is  successful  in  arguing  for  relief  in 
fiscal  year  1993,  what  would  be  the  effect  on  fiscal  years  1994  and 
1995? 

Dr.  Dickey.  Whatever  relief  we  have  received  in  1993  will  not 
carry  over  into  1994  and  1995.  The  Corps,  in  executing  its  civil 
works  program,  is  committed  to  carrying  out  the  President's  execu- 
tive order,  as  are  all  other  domestic  programs. 

Senator  Byrd.  Mr.  Chairman,  I  will  have  some  more  questions 
later.  Thank  you. 

Senator  JOHNSTON.  Senator  Sasser? 

CORPS  REORGANIZATION  PLAN 

Senator  Sasser.  Thank  you  very  much,  Mr.  Chairman.  Gentle- 
men, Mr.  Secretary,  I  agree  that  the  Corps  may  be  in  need  of  some 
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reorganization,  but  I  believe  this  reorganization  might  start  here  in 
the  Washington  headquarters  before  it  moves  out  into  the  country. 
Now,  it  is  my  view  that  this  current  reorganization,  which  I  un- 
derstand is  now  on  hold,  bears  striking  similarities  to  a  consolida- 
tion proposal  that  surfaced  2  years  ago,  and  I  am  told  this  consoli- 
dation proposal  was  criticized  by  virtually  every  district  com- 
mander and  senior  level  district  managers  as  being  costly,  ineffec- 
tive, and  detrimental  to  the  needs  of  the  public.  So  I  am  concerned 
that  if,  indeed,  this  current  reorganization  does  go  far,  it  is  going 
to  have  a  detrimental  impact  on  the  ability  of  the  district  offices 
to  provide  the  services  that  the  public  is  entitled  to. 

NASHVILLE  DISTRICT  WORK  FORCE  REDUCTIONS 

Now,  Dr.  Dickey,  as  I  understand  it,  in  response  to  a  question 
from  Senator  Byrd,  you  are  sajdng  now  that— well,  first,  when  I 
contacted  your  office  relative  to  the  elimination  of  49  jobs  in  the 
Nashville  District  office,  we  received  a  response  from  you  stating 
that  the  reductions  were  needed  to  comply  with  the  executive 
order.  They  would  be  attained  through  attrition  and  early  retire- 
ment, and  not  through  mandatory  reductions  in  force. 

Dr.  Dickey.  That  is  right. 

Senator  Sasser,  So  that  is  still  the  case. 

Dr.  Dickey.  That  is,  indeed,  the  case. 

Senator  Sasser.  So  we  are  not  going  to  have  any  RIF's  in  the 
Nashville  office  in  the  near  future. 

Dr.  Dickey.  In  1993;  that  is  right. 

Senator  Sasser.  All  right. 

Dr.  Dickey.  Nor  anywhere  else. 

Senator  Sasser.  Or  anywhere  else. 

Senator  Byrd.  What  about  in  1994? 

Dr.  Dickey.  I  think  the  administration  has  made  it  quite  clear 
that  to  achieve  the  reductions  required  by  the  President's  executive 
order,  it  is  not  to  be  accomplished  through  RIF's,  but  through 
voluntary 

Senator  Sasser.  So  in  response  to  our  inquiry  then,  we  need  not 
expect  RIF's  in  1993  or  1994;  correct? 

Dr.  Dickey.  That  is  right. 

Senator  Byrd.  What  about  1995? 

Dr.  Dickey.  I  do  not  know  what  will  happen.  The  only  thing  I 
can  address  is  with  regard  to  the  President's  executive  order.  But 
I  think  it  is  important  now,  and  I  think  the  Chief  may  want  to  say 
something  about  how  the  Corps  uses  the  RIF  process  to  manage  its 
work  force,  given  the  unique  nature  of  the  program. 

General  Williams.  Sir,  the  issue  that  we  are  trying  to  discuss  is 
a  very  complicated  one  and  there  is  not  any  easy  answer.  It  is 
clearly  the  intent  of  the  President  in  his  executive  order  to  mini- 
mize the  impact  upon  people  and,  therefore,  the  instructions  that 
we  had  through  0MB  was  that  in  the  execution  of  his  executive 
order,  we  should  refrain  from  reductions  in  force,  and  we  should 
take  them  through  voluntary  retirement  programs,  attrition,  and 
so  forth,  and  that  is  the  way  we  are  heading. 

The  problem  that  we  have  is  that  we  may  not  be  able  to  get  all 
of  the  volunteer  retirements  or  get  all  of  the  attrition.  And  if  we 
do  get  all  the  numbers  that  you  need  through  attrition,  you  may 
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not  be  getting  the  attrition  or  the  voluntary  separations  in  the 
areas  that  you  would  like.  For  example,  you  may  have  an  area  of 
highly  skilled  people  that  are  handling  design  for  toxic  waste. 
Those  people  are  in  high  demand.  There  are  other  jobs  outside  the 
Corps.  So  if  those  people  left  the  Corps  and  went  somewhere  else, 
we  would  accumulate  numbers  in  attrition,  but  I  would  be  left  with 
the  situation  where  I  could  not  hire  back  those  people  to  do  that 
critical  mission.  So  as  a  manager,  my  hands  are  being  tied  with  all 
of  these  restraints  that  I  have  on  me,  so  that  I  cannot  utilize  the 
people  properly  to  get  the  mission  done.  So  that  is  the  complication 
we  have. 

The  full-time  equivalent,  and  we  have  been  dealing  with  num- 
bers here  of  x  number  of  full-time  equivalents,  full-time  equivalent 
means  a  person  for  that  entire  year.  So  our  full-time  equivalent 
number  that  you  are  getting  at  the  beginning  of  the  year,  the 
longer  you  wait  in  the  year,  you  multiply  that.  So  if  you  start  out 
with  four  full-time  equivalent  positions  to  take  off  the  record  at  the 
beginning  of  the  physical  year,  if  you  wait  until  the  third  quarter, 
then  you  have  multiplied  that  by  three. 

So  just  to  comply  with  the  numbers,  instead  of  getting  4  people 
off  my  rolls,  4  full-time  equivalents  at  the  beginning  of  the  year, 
come  the  third  quarter,  I  now  have  to  get  12  full-time  equivalents 
off  the  record,  just  to  comply  with  that  particular  ceiling.  So  it  is 
a  complicated  issue,  and  we  are  trying  to  simplify  it.  It  is  not  un- 
derstood by  everyone,  obviously. 

But  as  a  manager,  I  am  sitting  here  trying  to  accomplish  the 
mission  that  Congress  has  given  me  and  others  have  given  me,  and 
at  the  same  time,  I  cannot  utilize  the  resources  appropriately  to  get 
the  mission  done. 

By  the  time  you  put  out  executive  orders,  you  cannot  reorganize 
anything,  you  cannot  change  any  processes,  you  cannot — we  are  in 
a  hiring  freeze.  I  must  reduce  10  percent  of  my  high  grades,  14's 
and  15's,  10  percent  of  my  senior  executive  civilians,  25  percent  of 
my  general  officers.  Something  has  to  give. 

Senator  Sasser.  Well,  General,  are  you  disagreeing  with  Sec- 
retary Dickey  that  we  will  not  have  reductions  in  force  for  the 
Nashville  District  office  in  1994  and  1995? 

General  Williams.  No,  sir;  I  am  agreeing  with  Dr.  Dickey.  I  am 
saying  we  are  following  the  intent  of  the  President's  executive 
order,  and  we  will  go  through  attrition. 

What  I  am  saying  is  that  you  may  reach  a  point  where  we  are 
doing  something  that  does  not  make  sense.  If  you  are  only  telling 
me  that  I  can  only  get  people  off  the  record  by  attrition,  we  will 
do  our  best  to  do  that,  but  you  may  have  a  situation  somewhere 
along  the  line  where  we  have  attrited  x  number  of  people  in  an 
area  which  is  a  very  critical  area,  and  although  I  have  accumulated 
the  numbers  of  people  I  need  to  comply  with  the  executive  order 
through  attrition,  on  the  other  hand,  I've  attrited  in  an  area  which 
is  a  very  critical  mission  area.  It  is  a  hypothetical  case. 

Senator  Sasser.  Well,  this  could  be  a  real  challenge  to  your  re- 
sourcefulness, General.  I  am  confident  that  Congress  will  work 
with  you  to  try  to  see  that  this  is  accomplished,  based  on  the  state- 
ments that  have  been  made  here  by  the  chairman  of  the  sub- 
committee and  the  chairman  of  the  full  committee.  We  want  to  see 
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the  Corps  being  able  to  perform  its  role.  We  also  want  to  see  it  to 
be  able  to  perform  its  role  in  our  various  jurisdictions. 

CORPS  REORGANIZATION  PLAN 

Now,  I  continue  to  be  concerned — I  know  that  there  is  a  powerful 
drive  inside  the  Corps  for  reorganization.  Dr.  Dickey  has  said  that 
the  reorganization  is  on  hold.  Secretary  Aspin  has  said  that  the  re- 
organization is  on  hold.  But  I  am  wondering  if  elements  of  this  re- 
organization are  not  going  forward  under  other  titles. 

Now,  the  Chief,  General  Williams,  sent  a  directive,  dated  April 
12,  1993,  stating  that,  "I  am  placing  the  work  of  the  administrative 
process  action  team  [PAT],  here  at  headquarters,  U.S.  Army  Corps 
of  Engineers,  on  hold  until  we  get  approval  to  proceed  with  our 
USASS  reorganization.  The  next  step  of  that  PAT  process,  that  is 
process  action  team  process,  was  to  have  involved  field  activities." 

Our  functional  components  will  continue  to  work  with  the  head- 
quarters district.  Department  of  Army,  and  OSD,  in  pursuing  those 
consolidation  plans  which  are  already  underway  within  human  re- 
sources, information  management,  and  resource  management." 

Now,  that  is  precisely.  Dr.  Dickey,  what  I  was  referring  to  a  mo- 
ment ago.  The  Corps  is  pursuing  reorganization  plans,  it  appears 
to  me,  based  on  this  directive,  the  Human  Resources  OfRce,  in  the 
information  management  offices,  and  in  the  resource  management 
offices,  that  are  contrary  to  directions  from  our  authority. 

Now,  this  is  precisely  the  consolidation  plan  that  I  am  advised 
that  every  district  commander  and  senior  manager  were  practically 
universal  in  their  opposition  to  when  it  surfaced  a  few  years  ago. 
Their  opposition  was  based  on  the  fact  that  the  concept  was  too 
costly,  it  was  ineffective  management,  and  detrimental  to  the  needs 
of  the  public. 

Now,  my  question  is  this:  Are  we  being  told  that  the  reorganiza- 
tion is  on  hold,  but  elements  of  the  reorganization  are  going  for- 
ward within  areas  of  the  Corps'  bureaucracy? 

Dr.  Dickey.  What  is  on  hold  is  the  reorganization  plan  which  the 
Corps  announced  on  November  19  of  last  year. 

Senator  Sasser.  Well,  what  is  the  difference 

Dr.  Dickey.  There  are  other  consolidations  that  are  going  on  pur- 
suant to  certain  Defense  Department  directives,  such  as  the  con- 
solidation of  our  finance  and  accounting  offices.  There  are 

Senator  Sasser.  Well,  my  concern  is  that  we  are  getting  into  a 
question  of  semantics  here,  and  some  of  the  reorganization  is  being 
called  consolidation. 

Dr.  Dickey.  That  is  certainly  not  our  intent.  As  I  said,  I  want 
to  distinguish  between  those  things  that  are  pursuant  to  certain 
defensewide  reorganization  efforts,  such  as  consolidation  of  finance 
centers,  from  the  reorganization  plan  that  was  announced  by  the 
Corps.  The  Corps'  reorganization  plan  announced  last  November  is 
what  is  on  hold. 

I  think,  again,  that  you  can  push  this  too  far,  in  a  sense  that 
the — the  question  is.  Is  work  force  drawn  down  in  a  particular  divi- 
sion? We  are  very  concerned  about  that,  because  when  do  you  get 
into  a  situation  where  to  accommodate  your  reduced  staffing  that 
you  combine  two  offices.  And  if  you  do  that 

Senator  Sasser.  Yes;  that  brings  on  another 
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Dr.  Dickey  [continuing].  Is  that  reorganization?  We  have  to  deal 
with  that. 

Senator  Sasser.  Well,  I  understand  you  do,  and  we  are  going  to 
watch  the  development  of  this  very  closely,  as  you  can  see. 

Dr.  Dickey.  I  am  sure  you  will,  sir. 

MEMPHIS  DISTRICT  REORGANIZATION  PLAN 

Senator  Sasser.  What  we  are  concerned  about,  my  concern  is 
that  we  are  getting  a  shrinkage  or  a  consolidation  out  in  the  dis- 
trict offices,  but  we  are  not  getting  any  shrinkage  in  the  head- 
quarters. It  looks  to  me  like  we  could  get  some  reorganization  going 
there. 

Let  me  give  you  an  idea  of  what  I  am  talking  about.  If  I  recall 
the  reorganization  plan,  or  a  consolidation  plan,  it  was  to  virtually 
shut  down  the  Memphis  District  office  and  to  move  that  to  Natch- 
ez, MS,  consolidate  it  at  Natchez.  That  was  discussed  1  or  IV2 
years  ago,  is  that  not  right.  General? 

General  Williams.  If  you  are  referring  to  the  BRAG  plan,  is  that 
what  you  are  referring  to,  sir? 

Senator  SASSER.  No;  I  am  not  referring  to  the  BRAG  plan,  I  am 
referring  to  a  plan  that  emanated  initially  from  the  Gorps  of  Engi- 
neers and  may  have  been  later  embraced  by  BRAG.  But  the  thrust 
behind  that  was  to  make  a  cost  savings,  a  consolidation,  by  closing 
the  Memphis  district  office,  and  transferring  their  functions  to  the 
Natchez,  MS,  office. 

General  Williams.  Excuse  me.  The  Vicksburg — OK  I  follow  you 
now. 

Senator  Sasser.  The  Vicksburg  office.  Excuse  me.  The  Vicksburg 
office. 

General  WILLIAMS.  Yes,  sir;  we  did  have  a  plan.  We  refer  to  it 
within  the  Gorps  as  part  of  the  base  realignment  and  closure  plan, 
or  the  BRAG  Plan. 

Senator  Sasser.  Well,  see,  I  never  understood  how  that  could 
make  sense,  how  you  would  close  the  Memphis  District  office,  sit- 
ting right  there  on  the  Mississippi  River,  with  all  the  flood  control 
problems  you  have  there.  Memphis  is  served  by  an  international 
airport. 

It  is  a  hub  airport.  Two  interstate  highways  run  through  it.  To 
close  that,  and  move  it  down  to  Vicksburg,  MS,  which  is  not  served 
by  regular  airlines.  There  are  no  scheduled  airlines,  at  least  at  that 
time,  that  served  Vicksburg.  And  Vicksburg  could  only  be  accessed 
over  a  two-lane  highway. 

Now,  Gorps'  personnel  would  have  spent  all  day,  2  days  getting 
back  and  forth  by  automobile  from  Vicksburg,  for  example,  from 
Nashville.  I  mean  that  just,  to  me,  made  no  sense.  Now,  that  is 
what  I  am  talking  about  with  regard  to  some  of  these  consolida- 
tions or  reorganizations  that  are  coming  out. 

Why  was  that  the  case?  Because  the  Gorps  had  just  been  at 
Vicksburg  for  decade,  after  decade,  after  decade,  and  Vicksburg  is 
what— how  do  you  designate  the  Vicksburg  offiice?  It  is  a  higher 
level  than  a  district  office.  ,  .  ,   . 

General  Williams.  In  addition  to  the  Vicksburg  distnct,  which  is 
located  in  Vicksburg,  they  also  have  a  division  headquarters  called 
the  Lower  Mississippi  Valley  Division. 
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Senator  Sasser.  So  you  have  a  division  headquarters  there;  is 
that  correct? 

General  Williams.  Yes,  sir. 

Senator  Sasser.  So  my  point  is  that  it  appears  to  me  that  there 
is  a  drive  to  protect  the  headquarters  at  the  expense  of  the  district 
offices,  and  the  district  offices  are  out  where  the  rubber  meets  road 
and  where  the  work  is  being  done. 

So  I  will  not  pursue  this  any  further,  but  I  think  you  see  what 
my  concern  is,  and  that  is  part  of  my  concern  with  the  reorganiza- 
tion and/or  the  consolidation.  But  I  am  reassured  by  your  state- 
ment, Dr.  Dickey,  and  the  affirmation  of  that  by  (General  Williams 
that  there  will  be  no  RIF's  in  the  Nashville  District  office.  I  thank 
you. 

I  have  additional  questions,  Mr.  Chairman,  that  I  will  submit  for 
the  record. 

PROJECT  FUNDING  AND  MANPOWER  RELATIONSHIP 

Senator  Johnston.  Fine.  Thank  you.  Senator  Sasser.  Before  I 
recognize  Senator  Cochran,  I  just  want  to  make  one  comment,  and 
that  is,  that  we  have  to  realize  that  the  Corps  does  not  have,  in 
effect,  the  salary  account,  but  they  get  their  salary  out  of  the 
project  money,  from  the  districts.  So  to  the  extent  that  we  cut 
projects,  we  are  also  going  to  necessitate  a  cut  in  personnel. 

I  am  not  saying  we  should  cut  projects.  To  the  contrary,  I  think 
we  have  a  huge  backlog  of  projects.  For  example,  if  we  terminated 
the  Red  River,  we  would  have  to  fire  a  lot  of  Corps  of  Engineers' 
people.  I  do  not  propose  to  do  that,  nor  the  Tug  Fork,  nor  a  number 
of  good  projects  around  the  country. 

Senator  Cochran. 

VICKSBURG  OFFICES'  REORGANIZATION  PLAN 

Senator  CoCHRAN.  Thank  you,  Mr.  Chairman.  General  Williams 
may  recall,  and  I  know  you  do,  our  meeting  when  the  reorganiza- 
tion plan  was  first  proposed,  and  the  concerns  we  expressed  at  that 
time  about  the  impact  that  that  could  have  in  the  Vicksburg,  MS, 
area,  which  has  long  been  a  very  important  location  for  the  Corps. 

The  Mississippi  River  Commission  is  located  there,  the  district 
engineers  office  is  there,  the  waterways  experiment  station  is 
there.  Over  a  long,  long  period  of  time,  there  has  developed  a  very 
supportive  relationship  between  the  community,  the  entire  State, 
and  the  Corps  of  Engineers. 

I  suppose  it  may  go  back  to  1927,  when  the  great  flood  of  the 
Mississippi  River  did  such  a  devastating  amount  of  damage 
throughout  the  lower  Mississippi  Valley,  and  the  Mississippi  River 
and  tributary  system  was  developed,  with  legislation,  the  enact- 
ment of  the  authority  for  the  Corps  to  proceed  with  a  multitude  of 
projects  and  programs  in  that  part  of  the  country. 

We  are  very  disturbed  at  the  possibility  that  that  could  all  be- 
come reorganized  so  that  so  much  of  the  work  that  is  being  de- 
signed and  constructed  could  be  designed  elsewhere,  with  people 
who  live  outside  of  the  region,  who  are  not  familiar  with  the  special 
problems  and  situations  of  which  you  have  to  deal  with  in  order  to 
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do  an  excellent  state-of-the-art  job  to  protect  the  lives,  businesses, 
and  farmland  of  this  great  Nation  that  is  located  in  that  area. 

So  I  know  you  realize  the  seriousness  of  it,  as  we  see  it.  Nearly 
2,500  employees  live  in  Vicksburg,  MS,  alone,  and  they  are  all  anx- 
ious about  the  state  of  this  proposed  reorganization  plan. 

I  understand,  from  my  meeting  last  December,  that  this  was  to 
go  to  the  Office  of  the  Secretary  of  Defense  and  is  now  probably 
being  reviewed  there.  Could  you  give  us  an  indication,  for  the  pur- 
pose of  this  hearing,  what  your  expectations  are  about  the  pros- 
pects for  approval,  revision,  slight,  or  major  revision  of  that  plan? 

General  WILLIAMS.  Sir,  all  I  know  at  this  point  in  time  is  that 
Mr.  Aspin  has  put  it  on  hold.  I  have  not  had  an  opportunity  to  talk 
to  Mr.  Aspin.  We  are  waiting  for  his  decision.  I  do  not  know  exactly 
when  he  is  going  to  make  the  decision,  or  what  that  is  going  to  be. 
I  would  like  to  think  that  the  plan  that  is  before  him  is  a  good 
plan.  He  has  to  evaluate  that.  TTie  plan  is  in  two  phases.  Phase  1 
deals  with  the  headquarters  here  in  Washington  and  our  division 
headquarters  located  in  the  field.  That  was  the  phase  1  that  Con- 
gress appropriate  money  in  fiscal  year  1993  to  us  to  carry  out  that 
phase. 

Phase  2  deals  with  districts.  That  is  the  part  that  Senator  Byrd 
and  others  have  been  talking  about  today.  From  the  very  begin- 
ning, that  was  always  intended  to  lay  that  plan  on  the  table,  so 
that  Congress  can  look  at  it.  No  funds  were  appropriated  to  carry 
out  phase  2.  Congress  would  have  to  obviously  appropriate  funds, 
or  kill  the  plan,  or  whatever  they  want  to  do  with  it. 

So  I  am  not  sure  what  other  options  that  Mr.  Aspin  has.  Prior 
to  your  arrival,  Senator  Johnston  asked  if  Mr.  Aspin  only  had  two 
decisions;  one  to  kill  the  plan,  or  to  restudy  what  would  be  my  rec- 
ommendation to  Mr.  Aspin.  The  response  that  I  gave  very  briefly 
is  that,  if  given  those  two  options,  my  recommendation  to  him 
would  be  to  not  restudy.  I  think  it  is  a  waste  of  taxpayers'  money. 
It  would  take  at  least  a  year.  I  am  not  sure  where  you  would  be 
at  the  end  of  that  year.  I  think  you  would  be  where  we  £ire  right 
now,  and  it  is  unfair  to  the  40,000  civilians  that  work  for  the  Corps 
of  Engineers.  Therefore,  I  would  recommend  that  you  would  kill 
the  plan,  if  those  were  the  two  options  that  Mr.  Aspin  were  left 
with. 

NATCHEZ  BLUFFS,  MISSISSIPPI 

Senator  Cochran.  Most  of  the  flood  control  projects,  particularly 
in  the  delta  area,  are  funded  in  the  budget  request.  One  project 
that  has  been  of  interest  to  many  in  the  lower  valley  is  the  stabiliz- 
ing of  the  bluffs  at  Natchez,  MS.  Several  years  ago,  I  think  in  1985, 
the  Corps  did  a  study  of  the  methods  and  costs  of  stabilizing  the 
Mississippi  River  bluffs  at  Natchez.  The  Soil  Conversation  Service 
has  recently  been  involved  in  developing  some  proposals,  some  of 
which  have  been  carried  out  there  to  help  deal  with  erosion  and 
the  sluffing  of  the  bluffs  in  that  area. 

I  would  like  for  you,  if  you  could,  to  look  into  the  status  of  the 
Corps  of  Engineers'  involvement,  in  an  effort  to  design  and  proceed 
to  help  deal  with  the  erosion  design  projects,  and  if  any  are  fea- 
sible, to  let  us  know  what  they  are,  and  to  try  to  help  develop  a 
strategy  for  dealing  with  that  situation.  Maybe  getting  back  with 
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us  and  telling  us  what,  if  anjrthing,  you  have  in  your  records,  with 
respect  to  your  latest  recommendations,  and  what  it  might  take  to 
develop  a  specific  project  or  strategy  would  be  helpful  to  me. 

Grenergd  Williams.  Yes,  sir;  I  will  get  back  to  you  on  that  one. 

Senator  Cochran.  OK  Thank  you,  Mr.  Chairman.  I  will  have 
some  additional  questions  for  the  record. 

Senator  Johnston.  Senator  Byrd,  did  you  have  some  additional 
questions? 

HUNTINGTON  DISTRICT  WORK  FORCE  REDUCTIONS 

Senator  Byrd.  Mr.  Chairman,  I  do  not  want  to  impose  on  you  too 
much.  Let  me  see  again  if  I  could  get  a  clearer  picture  of  what  is 
going  on.  What  will  be  the  number  of  FTE's  at  Huntington  to  carry 
out  the  President's  executive  order?  How  many  FTE's  are  we  talk- 
ing about  at  Huntington? 

Dr.  Dickey.  We  do  not  know  the  answer  to  that  at  this  time,  be- 
cause, again,  the  Corps,  in  carrying  out  the  executive  order,  will 
distribute  those  among  the  various  districts,  based  on  the  work- 
load. 

And,  indeed,  depending  upon  what  the  workload  is  at  the  Hun- 
tington District,  relative  to  workloads  at  other  places,  because  I 
think  we  would  all  argue  that  every  district  could  use  more  FTE's, 
that  will  determine  what  the  final  cuts  are. 

Senator  Byrd.  In  your  letter  you  show  that  there  will  be  a  cut 
of  81  persons,  an  8.4  percent 

Dr.  Dickey.  The  81  persons  is  the  cumulative  change  through 
1995,  as  projected  by  the  Ohio  River  Division,  based  on  today's 
view,  in  the  eyes  of  the  division,  at  least,  of  what  the  workload 
looks  like  in  Huntington  vis-a-vis  the  workload  elsewhere  within 
that  division.  But,  again,  this  is  just  a  planning  number.  It  will  be 
reworked  several  times  before  the  ultimate  outcome  is  known. 

Senator  Byrd.  So  what  are  you  telling  me  here  today,  that  you 
do  not  know  how  many  FTE's  are  going  to  be  cut  at  Huntington? 

Dr.  Dickey.  We  most  certainly  do  not.  No;  we  do  not,  not  for 
1995. 

Senator  Byrd.  Not  for  what? 

Dr.  Dickey.  Not  for  fiscal  year  1995,  nor  for  1994,  because  we 
will  not  even  have  a  good,  if  you  will,  planning  number  until  we 
know  what 

Senator  Byrd.  Well,  what  about  1993? 

Dr.  Dickey.  In  1993,  the  number  is  known,  in  the  sense  that  the 
division  is  in  the  process  of  making  those  final  allocations  now. 

Senator  Byrd.  What  is  the  figure  for  1993? 

Dr.  Dickey.  The  reduction  for  the  division  is  29.  How  the  divi- 
sion distributes  that  29,  we  do  not  know. 

Senator  Byrd.  Twenty-nine? 

Dr.  Dickey.  There  will  be  a  reduction  of  29  FTE's  for  fiscal  1993. 

Senator  Byrd.  And  the  total  through  1995  would  176,  is  that 
right? 

Dr.  Dickey.  We  do  not  know. 

General  WILLIAMS.  Senator  Byrd,  if  I  could  try  to  talk  us  through 
this  a  little  bit  here  to  better  understand  it,  I  think  that  the  piece 
of  paper  that  you  may  be  referring  to  has  a  lot  of  numbers,  it  has 
the  districts,  and  the  divisions,  and  so  forth. 
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Sir,  I  think  the  paper  that  you  may  have,  where  you  are  getting 
your  numbers,  is  a  paper  from  the  Ohio  River  Division.  As  Dr. 
Dickey  had  indicated  earlier,  they  took  the  gross  allocation  that  our 
headquarters  gave  to  the  Ohio  River  Division  as  their  part  of  our 
1,098  cut  and  the  Ohio  River  Division  tr3dng  to  do  some  advance 
planning,  based  on  the  information  they  knew  today,  tried  to 
project  that  out  for  each  one  of  their  particular  districts. 

The  reason  that  Dr.  Dickey  is  sa3dng  we  do  not  know  what  the 
final  number  is,  that  these  are  some  numbers  for  planning  pur- 
poses only,  and  what  we  do  each  year,  when  we  allocate  our  man- 
power resources,  is  that  at  least  twice  a  year,  after  we  get  the 
passback,  and  after  we  get  the  final  appropriations,  and  know  what 
we  are  going  to  receive,  we  then  go  back  in  and  re-look  at  the  ini- 
tial allocations  and  adjust  accordingly.  It  could  be  plus,  or  minus, 
or  the  same. 

So  the  numbers  that  you  are  referring  to  in  those  pages  may  or 
may  not  be  the  final  numbers.  And  we  will  not  know  until  you  get 
each  year's  passback  and  each  year's  appropriation,  and  then  you 
adjust  accordingly,  based  on  the  workload  you  know  at  that  point 
in  time. 

OHIO  RIVER  DIVISION  WORK  FORCE  REDUCTIONS 

Senator  Byrd.  Let  me  ask  the  question  again.  How  were  the  allo- 
cations for  the  work  force  reductions  within  the  Ohio  River  Divi- 
sion determined,  or  how  will  they  be  determined,  if  you  have  not 
determined  them  yet? 

Dr.  Dickey.  For  1993,  the  work  force  allocations  within  the  divi- 
sion, as  opposed  to  the  division,  were  based  on  the  division's  projec- 
tion of  workload  and  the  need  to  accommodate  the  overall  ceiling 
that  they  were  given. 

In  addition  to  making  1993  numbers  and,  in  fact,  based  on  the 
revised  figures,  which  I  mention  we  just  gave  them,  based  on  the 
relief  we  got  from  0MB,  they  will  have  to  take  an  FTE  reduction 
in  1993  of  29. 

How  they  distribute  that  between  the  divisions  and  among  the 
districts,  we  do  not  know  the  answer  to  that,  because  that  is  the 
division  commander's  responsibility.  And  when  he  has  done  that,  I 
am  sure  we  can 

Senator  Byrd.  Are  you  telling  me,  Dr.  Dickey,  that  the  total 
number  of  reductions  will  be  29  for  the  entire  division? 

Dr.  Dickey.  Yes. 

Senator  Byrd.  Well,  why  are  we  spending  all  this  time  here 
then? 

Dr.  Dickey.  For  1993,  we  are  talking  about,  for  fiscal  year  1993; 
yes. 

Senator  Byrd.  Twenty-nine? 

Dr.  Dickey.  Yes. 

Senator  Byrd.  Among  four  districts? 

Dr.  Dickey.  Yes. 

Senator  Byrd.  Well,  I  would  not  be  wasting  my  time  here,  if  that 
were  the  case. 

Dr.  Dickey.  Well,  the  reason  that  it  is  29  is  because,  when  we 
received  back  from  the  field  the  results  of  the  original  allocations, 
we  went  back  to  0MB  to  get  relief. 
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Senator  Byrd.  Go  ahead.  I  am  sorry. 

Dr.  Dickey.  I  said  the  reason  that  there  are  29  is  because  when 
we  saw  what  the  impacts  were,  because  they  were  occurring  so  late 
in  the  year,  that  we  would  not  be  able  to  achieve  the  President's 
goal  of  temporary  emplojrment,  the  seasonal  hires,  the  recreation 
people  that  we  hire,  and  so  forth,  that  we  went  back  with  an  analy- 
sis of  impacts  and  received  relief  from  0MB  for  this  fiscsd  year. 

Senator  Byrd.  Well,  let  us  see  if  we  cannot  cut  through  this.  The 
allocations  are  going  to  be  based  on  workload  projections;  is  that 
correct? 

Dr.  Dickey.  That's  correct. 

Senator  Byrd.  When  you  talk  about  workload  projections,  are 
you  talking  about  what,  planning,  design,  engineering,  what? 

Dr.  Dickey.  All  activities  carried  on  by  the  districts — operation 
and  maintenance,  regulatory,  assistance  to  States,  the  whole  gamut 
of  activities  for  which  this  committee  appropriates  the  money. 

Senator  Byrd.  Now,  suppose  you  supply  for  the  committee  a 
table  showing  whether  there  is  an  increase  or  a  decrease  in  the 
workload  of  the  Huntington  District  from  fiscal  years  1992  to  1995. 

Do  the  same  for  the  other  three  districts  in  the  division,  and  do 
the  same  for  the  other  29  districts  in  the  country.  Do  you  have  33 
districts? 

Dr.  Dickey.  Thirty-seven. 

Senator  Byrd.  All  right.  If  you  would,  please,  indicate  the  in- 
crease or  decrease  in  the  workload  for  each  of  those  districts  and 
the  number  of  FTE's  in  each  of  those  districts  throughout  the  coun- 
try. Perhaps  that  will  give  us  a  little  better  picture  from  which  we 
can  make  a  judgment  as  to  whether  or  not  this  is  being  fairly. 

Dr.  Dickey.  We  will  be  happy  to  give  you  that,  Senator. 

[The  information  follows:] 
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CORE  CIVIL  WORKS  WORKFORCE  SUMMARY  -  FTE 
CECw-BA  W/201  WITHHELD 


LMV 
LMM 
LMN 
LMS 
LMK 


228 

712 

1.322 

726 

1.599 


231 

660 

1,259 

672 

1,556 


231 
624 

1,265 
629 

1,469 


FOA 

FY92 

FY  93 
ALLOC 

FY  94 
-201 

FY  95 
EST 

HND 

31 

29 

23 

17 

231 
615 

1,290 
600 

1,377 


LMVD 


4.587 


4,378 


4.218 


4.113 


MRD 
MRK 
MRO 
LAB 


NAD 
NAB 
NAN 
NAO 
NAP 


97 
598 
715 

7 


154 
408 
389 
232 
454 


96 
597 
706 

7 


141 
441 
342 
249 
472 


93 
571 
708 

7 


140 
455 
330 
233 
460 


92 
569 
726 

7 


MRD 

1.417 

1,406 

1.379 

1,394 

NED 
LAB 

461 
4 

452 

4 

453 
4 

455 
4 

NED 

465 

456 

457 

459 

133 
491 
342 
241 
490 


NAD 


1,637 


1,645 


1,618 


1,697 


NCD 
NCB 
NCC 
NCE 
NCR 
NCS 


159 
260 
171 
588 
788 
716 


139 
253 
174 

575 
800 
701 


131 
259 
196 
547 
744 
640 


130 
260 
217 
541 
712 
600 


NCD 


2.682 


2,642 


2.517 


2.460 


NPD 

NPA 

NPP 

NPS 

NPW 

LAB 

HDC 

NPD 


160 
130 
1,063 
528 
609 
5 

68^ 

2.563 


161 
136 
1,053 
553 
641 
5 

70^ 

2,619 


162 
131 
1,053 
540 
637 
5 

70_ 

2,598 


160 

128 

1,070 

540 

596 

5 

71 

2,570 
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ORD 
ORH 

ORL 
ORN 
ORP 


210 

208 

205 

213 

959 

932 

939 

938 

727 

723 

737 

808 

833 

791 

778 

743 

902  : 

881 

835 

800 

ORD 

3,631 

3.535 

3.494 

3,502 

POD 

63 

76 

74 

74 

SAD 

SAC 

SAJ 

SAM 

SAS 

SAW 

LAB 


160 
129 
616 
1,196 
433 
413 
12 


155 
129 
612 
1,157 
430 
408 
14 


135 
122 
563 
1,141 
407 
413-:^ 
14 


134 
124 
533 
1,130 
362 
425 
14 


SAD 


2,959 


2,905 


2,795 


2.722 


SPD 
SPL 
SPK 
SPN 
LAB 


153 
547 
627 
193 
13 


172 
533 
601 
187 
14 


172 
516 
598; 
181 
8 


172 
531 
585 
180 
8 


SPD 


1.533 


1,507 


1,475 


1,476 


SWD 
SWA 
SWF 
SWG 
SWL 
SWT 
LAB 


WJTHHELD 


131 
199  5 
623 
386 
781 
881 
18 


149 
188 
553 
386 
781 
859 
9 


131 
205: 
559 
384 
765 
838:; 
5 


201 
23,736 


120 
210 
586 
396 
770 
782 
5 


SWD 

3,019 

2,925 

2,887 

2,869 

TAD 

1 

0 

0 

0 

DIVISION 
TOTAL 

24,588 

24,123 

23,535 

23,353 
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SFO  CIVIL  WORKS  WORKFORCE  SUMMARY  -  FTE 

CECW-BA 


FOA 

FY  92 

FY  93 

FY  94 

FY  95 

ALLOC 

EST 

EST 

HND 

5 

3 

23 

24 

LMV 

4 

1 

2 

2 

LMM 

2 

14 

11 

2 

LMN 

17 

30 

36 

32 

LMS 

28 

40 

27 

28 

LMK 

2 

7 

0 

0 

LMVD 

53 

92 

76 

64 

MRD 

27 

27 

35 

34 

MRK 

81 

73 

79 

88 

MRO 

86 

76 

74 

74 

LAB 

0 

2 

2 

2 

MRD 

194 

178 

190 

198 

NED 

60 

71 

73 

74 

LAB 

0 

0 

0 

0 

NED 

60 

71 

73 

74 

NAD 

7 

11 

9 

9 

NAB 

45 

42 

63 

66 

NAN 

32 

53 

35 

36 

NAO 

24 

16 

4 

4 

NAP 

66 

54 

69 

68 

NAD 

174 

176 

180 

183 

NCD 

4  : 

3 

4 

4 

NCB 

21 

25 

25 

25 

NCC 

15  : 

15 

16 

7 

NCE 

25 

29 

25 

25 

NCR 

4  ■: 

6 

4 

4 

NCS 

45 

43 

33 

33 

NCD 

114 

121 

107 

98 

NPD 

5 : 

2 

4 

4 

NPA 

12 

16 

8 

8 

NPP 

20 

32 

29 

29 

NPS 

34 

20 

25 

25 

NPW 

28 

44 

83 

83 

LAB 

0 

0 

0 

0 

HDC 

0 

0 

0 

0 

NPD 

99 

114 

149 

149 

154 


ORD 
ORH 
ORL 
ORN 
ORP 


SAD 

SAC 

SAJ 

SAM 

SAS 

SAW 

LAB 


4 

3 

2 

2 

12 

18 

17 

17 

31 

19 

13 

13 

15 

8 

14 

15 

10 

5 

11 

11 

6 

7 

100 

16 

24 

9 

0 


7 

6 

80 

25 

17 

6 

0 


3 
5 

99 
6 

12 
3 
0 


ORD 

72 

53 

57 

58 

POD 

18 

22 

5 

9 

3 
5 

96 
6 

12 
2 
0 


SAD 


162 


141 


128 


124 


SPD 
SPL 
SPK 
SPN 
LAB 


SWD 
SWA 
SWF 
SWG 
SWL 
SWT 
LAB 


5 

38 

34 

6 

0 


7 
1 

63 

8 

12 

61 

0 


4 

22 

17 

2 

2 


4 
3 

49 
4 
7 

72 
0 


4 

12 

34 

1 

1 


2 
4 

25 

0 

26 

83 

7 


4 
12 
35 

1 

1 


SPD 

83 

47 

52 

53 

2 

4 
23 

0 
29 
81 

7 


SWD 

152 

139 

147 

146 

TAD 

10 

44 

20 

14 

DIVISION 
TOTAL 

1.196 

1,201 

1.207 

1,194 
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HUNTINGTON  DISTRICT  WORKLOAD 

Senator  Byrd.  The  Huntington  District  Corps  has  one  of  the 
largest  workloads  in  the  country,  does  it  not? 

Dr.  Dickey.  Yes;  it  does. 

Senator  Byrd.  It  seems  to  me  that  Huntington  is  not  being  treat- 
ed fairly,  if  it  has  to  absorb  almost  one-half  of  the  required  reduc- 
tions. I  expect  to  see  some  reduction  in  accordance  with  the  Presi- 
dent's order,  but  I  just  want  to  be  sure  that  it  is  fair. 

I  cannot  understand  why  last  year,  for  example,  I  guess  it  was 
last  year,  or  the  year  before  that,  we  were  told  that  a  good  bit  of 
the  work  at  Pittsburgh  was  going  to  be  shifted  to  Huntington.  I  did 
not  ask  for  that  to  be  done.  I  heard  that  it  was  going  to  be, 

I  never  touched  it,  because  we  have  a  member  of  the  Appropria- 
tions Committee  who  is  from  Pennsylvania,  and  I  did  not  want  it 
to  be  said  that  I  was  trying  to  take  his  Corps  people  away. 

But  it  is  perplexing  for  me  to  see,  now  that  the  shoe  is  on  the 
other  foot.  Now,  it  is  Huntington  that  is  going  to  be  taken  away 
under  the  reorganization  plan.  It  was  Huntington  that  was  going 
to  be  taking  a  big  cut,  not  Pittsburgh.  So  that  was  a  rapid  shift, 
which  I  could  not  understand. 

I  just  want  to  be  sure  we  are  not  coming  in  at  the  back  door,  and 
doing  the  same  thing  little,  by  little,  by  little,  by  little,  that  it 
would  have  been  very  difficult  for  you  to  accomplish,  if  you  were 
depending  on  that  reorganization  plan,  phase  2. 

So  I  want  to  get  this  information,  and  see  if  I  can  get  a  picture 
in  my  own  mind,  to  make  sure  that  we  are  getting  a  fair  shake, 
a  fair  deal.  I  am  not  saying  do  not  cut  us  any,  if  you  have  to  cut 
some  people,  unless  our  workload  would  justify  your  not  cutting. 
The  workload  might  justify  your  increasing  the  number  of  people 
at  Huntington. 

Dr.  Dickey.  That  is  true. 

Senator  Byrd.  I  would  like  to  have  some  kind  of  a  better  under- 
standing than  I  am  getting  here  today  in  this  question  and  answer 
process. 

Dr.  Dickey.  Senator  Bjrrd,  certainly  you  have  my  commitment, 
and  I  am  sure  that  of  the  Chief,  and  all  of  the  Corps  of  Engineers 
to  work  with  you,  so  that,  indeed,  you  can  understand  what  we  are 
doing,  and  the  rationale  for  it,  and,  indeed,  that  we  are  not  imple- 
menting any  reorganization  plan  under  the  guise  of  these  reduc- 
tions. 

corps  reorganization  plan 

Senator  Byrd.  Well,  you  have  to  understand  that  I  feel  a  little 
bit  like  my  fingers  have  been  burned,  as  do  some  of  these  other 
members,  when  we  asked  last  year  to  put  off  your  announcement, 
to  put  off  your  announcement  of  your  reorganization  plan  until  the 
next  Congress,  the  next  0MB,  had  an  opportunity  to  take  a  look 
at  it. 

They  caught  us  when  we  were  out  of  town.  Senator  Domenici.  We 
were  out  of  town,  and  they  came  up,  this  will  bear  a  little  repeti- 
tion, they  came  up  and  told  me  on  a  Wednesday,  about  this  plan. 
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And  they  also  indicated  that  they  had  their  people  in  from  all 
over  the  country,  they  were  briefing  them,  they  were  going  to  go 
back  the  next  day  and  announce  this  and  make  it  public. 

Well,  I  expressed  opposition  to  the  plan,  but  the  opposition  could 
wait,  but  what  about  holding  off  on  this  press  release,  so  we  do  not 
get  all  the  people  stirred  up,  have  them  wondering  where  their 
next  year's  job  is  going  to  be,  where  they  are  going  to  be  living,  or 
what. 

No.  No.  They  had  to  go  with  it  the  next  day.  Do  you  know  what 
the  answer  was  to  my  question  as  to  why  you  cannot  put  this  off? 
The  answer  was,  "Well,  our  people  have  worked  hard  to  come  up 
with  this  plan.  We  do  not  think  it  would  be  fair  to  them  to  put  off 
the  announcement." 

There  seemed  to  be  very  little  consideration,  based  on  that  an- 
swer, as  to  the  fairness  to  the  people  in  the  Huntington  Corps  and 
various  other  district  Corps  when  they  heard  that  kind  of  news. 
They  did  not  seem  to  be  getting  much  consideration.  So  we  have 
had  our  fingers  burned  a  little  and  we  are  a  little  weary,  at  least 
I  am. 

I  will  have  some  additional  questions  for  the  record.  Thank  you 
very  much. 

Senator  JOHNSTON.  Senator  Domenici. 

Senator  DOMENICI.  Thank  you  very  much,  Mr.  Chairman. 

First,  let  me  say  to  all  of  you,  including  you.  General,  I  am  sorry 
that  I  am  so  late  in  the  process,  and  that  you  had  to  sit  around 
here  and  wait  for  me.  I  apologize. 

Senator  Byrd.  Senator  Domenici,  would  you  finish  the  hearing? 

Senator  Domenici.  I  would  be  pleased  to,  and  it  will  not  take 
long.  I  will  not  keep  the  witnesses  long. 

I  had  other  absolutely  urgent  events,  but  I  did  want  to  come  by 
here,  because  I  have  a  few  questions.  Again,  excuse  me  for  being 
late. 

I  am  not  going  to  belabor  the  point  of  the  proposed  reorganiza- 
tion plan.  I  understand  you  have  answered  questions  about  it  and 
that  clearly  it  is  up  to  the  Secretary  of  Defense,  and  that  at  this 
point  you  are  not  sure  what  his  decision  will  be,  nor  are  you  sure 
what  his  timetable  is  for  his  review  and  recommendation. 

Dr.  Dickey.  That  is  right. 

WORK  FORCE  REDUCTIONS — PRESIDENT'S  EXECUTIVE  ORDER 

Senator  Domenici.  I  understand  that  the  discussions  that  you 
have  been  having  and  that  Chairman  Byrd  has  been  having,  have 
to  do  with  the  President's  executive  order  regarding  cutting  down 
on  Grovemment  personnel  and  the  share  of  that  that  might  be 
borne  by  the  Corps. 

Frankly,  from  my  own  standpoint,  I  want  to  put  on  the  record 
that  I  have  been  in  favor  of  reducing  the  size  of  government,  but 
so  that  there  is  no  misunderstanding,  the  way  I  look  at  the  admin- 
istration's fiscal  policy  toward  the  programs  in  the  country  right 
now,  it  is  not  a  matter  of  making  government  smaller,  it  is  a  mat- 
ter of  taking  from  some  government  activities  now,  like  the  Corps, 
so  we  can  do  other  government  activities.  It  appears  the  govern- 
ment's activities,  under  the  President's  theory  of  government,  are 
not  going  to  grow,  it  is  just  that  they  are  going  to  grow  in  what 
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he  calls  an  investment  area,  and  I  assume  that  the  Corps  is  a 
major  investment  opportunity  for  America. 

I  totally  disagree.  I  do  not  believe  that  we  ought  to  be  cutting 
the  Corps  of  Engineers,  while  we  are  adding  programs  to  the  Fed- 
eral Grovemment,  an  array  of  programs.  I  am  not  in  favor  of  the 
reorganization,  on  that  basis,  but  let  me  tell  you,  it  is  very  perplex- 
ing to  me. 

ALBUQUERQUE  DISTRICT  WORK  FORCE  REDUCTIONS 

Senator  Byrd  expressed  some  of  the  complications  and  inconsist- 
encies that  appear  regarding  the  Huntington  office.  Well,  you  know 
that  I  have  plenty  of  the  same  with  reference  to  the  Albuquerque 
office. 

I  am  amazed  when  I  look  around  the  country  and  find  many  dis- 
tricts that  haven't  enough  work  to  do,  and  Albuquerque  is  brim- 
ming with  work,  and  doing  it  in  an  exemplary  manner.  Albuquer- 
que is  getting  all  kinds  of  awards  from  the  Air  Force  and  others 
for  being  the  absolute  best  in  the  Nation,  and  we  are  going  to  be 
consolidated  into  a  little  office.  Add  to  that,  that  where  you  are 
going  to  move  them  under  that  plan  is  much  more  expensive,  and 
it  makes  less  sense. 

They  are  going  from  a  low-cost  area  to  a  very  high-cost  area.  I 
believe,  in  the  final  analysis,  this  is  going  to  have  less  service  to 
the  people  in  our  parts  of  America,  and  at  more  expense,  because 
of  where  we  are  going  to  put  the  offices. 

That  is  just  my  editorial  comment,  and  I  do  not  expect  you  to 
comment.  You  know  where  I  stand.  General,  and  let  us  proceed. 

COCHITI  LAKE,  NM 

Let  me  talk  about  three  issues  in  New  Mexico.  I  think  you  know 
that  we  have  been  going  through  a  rather  prolonged  and  arduous 
settlement  negotiation  with  the  Cochiti  Indians  regarding  that 
large  dam  that  was  built  there  many  years  ago. 

We  have  had  seepage,  and  rather  than  litigate  it,  because  we 
clearly  could  have  lost,  the  U.S.  Government  could  have  lost.  When 
the  district  court  judge  did  not  dismiss  the  case,  as  the  attorney 
general  thought  he  would,  we  negotiated  a  settlement  with  the 
Cochiti  people. 

The  construction  program  for  that  settlement  includes  $10.55 
million  for  this  Cochiti  project  and  the  Pueblo,  the  Indian  people 
let  me  know  that  a  funding  requirement  of  $11,073,900  is  needed 
to  fully  fund  the  negotiation. 

Could  you  tell  me  where  the  difference  is?  The  Corps  says 
$10,522,000  and  the  Cochiti  Indians  say  $11,074  million.  That  is 
about  a  $500,000  difference.  Does  anybody  know  where  that  dif- 
ference is? 

Dr.  Dickey.  If  it  is  different,  we  will  be  prepared  to  reprogram 
that  money. 

Senator  DOMENICI.  Will  you  take  a  look  for  us  and  let  us  know? 

Dr.  Dickey.  Yes,  sir. 

Senator  Domenici.  I  mean  one  of  you  is  right,  and  I  am  not  ask- 
ing you  to  agree  that  the  Indian  accounting  is  right.  If  it  is  not 
right,  then  stick  by  your  guns,  but  let  us  know. 
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[The  information  follows:] 

COCHTTI  WETFIELDS,  NEW  MEXICO 

The  estimated  project  cost  of  $13.32  million  used  as  the  basis  for  the  fiscal  year 
1994  request  was  obtained  fi-om  the  Settlement  Agreement  for  a  project  initiating 
construction  in  fiscal  year  1993.  The  construction  contract  is  schediiled  to  be  award- 
ed in  July  1993.  Until  this  contract  is  awarded  and  the  construction  is  completed, 
the  total  cost  of  the  project  can  only  be  estimated.  Also,  the  fiscal  year  1994  request 
did  not  reflect  price  level  increases  for  two  components  of  the  Settlement  Agreement 
for  which  funds  will  not  be  obligated  until  fiscal  year  1994.  These  components  are 
the  establishment  of  the  operation  and  maintenance  sinking  ftind  and  the  settle- 
ment of  the  claim  for  past  damages.  Any  differences  in  the  actual  funds  require- 
ments and  the  amount  in  the  fiscal  year  1994  budget  request  are  expected  to  be 
within  the  limits  of  the  reprogramming  authority  of  the  Corps  of  Engineers. 

MIDDLE  RIO  GRANDE  RESEARCH  PROPOSAL — ^BOSQUE  INITIATIVE 

Senator  DOMENICI.  I  want  to  also  thank  the  Corps  of  Engineers, 
and  indirectly,  Greneral,  thank  you  for  an  initiative  in  New  Mexico 
that  is  rather  historic  called  the  Bosque  initiative. 

That  is  where  the  Corps,  the  Fish  and  Wildlife  Service,  and  two 
other  Federal  agencies  have  signed  an  agreement  to  look  at  this 
large  green  belt  in  New  Mexico  called  the  Bosque,  and  come  up 
with  a  detailed  biological  management  plan.  It  is  one  of  the  historic 
multiple-agency  MOU  agreements. 

I  think  we  are  doing  quite  well.  The  Corps  has  put  up  $60,000, 
and  we  have  appropriated  about  $400,000  to  the  Fish  and  Wildlife 
Service  to  get  this  going.  I  clearly  want  to  see  it  through.  Might 
I  ask,  and  if  you  do  not  know  at  this  point,  would  you  tell  us  for 
the  record,  do  you  anticipate  that  the  Corps  will  continue  to  be  in- 
volved in  this  initiative  in  New  Mexico,  and  if  not,  would  you  tell 
us  why  not?  What  would  be  the  most  appropriate  vehicle  for  the 
Corps  to  continue  its  consultations  on  this  initiative?  I  would  very 
much  like  to  have  that  on  the  record. 

General  Williams.  Sir,  we  will  provide  that  for  the  record,  as  re- 
quested. 

[The  information  follows:] 

MrooLE  Rio  Grande  Bosque  Biological  Interagency  Management  Plan,  New 

Mexico 

The  Corps  of  Engineers  involvement  will  be  based  on  funding  provided  for  the 
purpose  and  personnel  resources  availability.  The  most  appropriate  vehicle  for  the 
Corps  of  Engineers  to  continue  consultation  on  the  Bosque  initiative  is  the  existing 
agreement  with  the  other  agencies.  Upon  receipt  of  fiinding  fi-om  the  Fish  and  Wild- 
life Service,  we  will  provide  those  services  that  are  within  our  capability  and  are 
in  accordance  with  the  agreement.  Some  benefits  of  the  cooperative  effort  to  the 
Corps  include  providing  information  for  the  environmental  compliance  process  for 
on-going  Corps  of  Engineers  projects  and  studies  on  the  Rio  Grande,  and  continued 
interagency  coordination  necessary  to  manage  river  flows  in  the  basin. 

RIO  PUERCO,  NM 

Senator  Domenici,  The  Rio  Puerco  erosion  problem  is  a  rather 
big  one  in  New  Mexico,  Several  years  ago  the  Corps  completed  a 
project  to  straighten  out  a  portion  of  the  dry  river  that  runs  big 
when  we  have  rains,  called  the  Rio  Puerco,  That,  for  the  record, 
means  dirty  river  in  Spanish,  When  it  runs,  it  is  very  dirty.  When 
it  does  not  run,  it  is  just  dry  sand. 
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The  project  saved  the  State  of  New  Mexico  a  lot  of  highway  funds 
at  the  time.  It  now  appears  that  the  river  is  going  back  to  its  origi- 
nal course  and  it  has  some  real  dangers  attached  to  it.  It  threatens 
a  main  highway  between  Albuquerque  and  Farmington.  I  wonder 
if  you  know  whether  the  Corps  is  taking  action,  or  is  planning  to 
address,  this  erosion  problem.  Does  anybody  know? 

General  Williams.  Sir,  I  do  not  have  any  information.  So  let  me 
provide  for  the  record  the  answers  to  your  questions,  please. 

Senator  DOMENICI.  OK.  On  that  one.  General,  if  you  would,  I 
would  like  to  know,  since  it  is  so  dangerous  right  now,  and  if  you 
would  get  down  there  at  the  grassroots  level  and  ask  if  there  are 
any  emergency  actions  that  might  be  taken. 

We  are  apt  to  have  a  huge  rainstorm,  and  it  might  just  wipe  out 
one  of  the  major  highways  in  New  Mexico.  I  would  think  we  ought 
to  all  be  looking  at  that,  including  the  Corps.  Could  you  advise  me 
on  that,  please? 

(General  WILLIAMS.  Yes,  sir;  I  will  get  back  to  you  on  that  one. 

[The  information  follows:] 

Rio  PuERCO  Erosion  Problem,  New  Mexico 

Our  records  show  no  existing  Corps  of  Engineers  projects  on  this  reach  of  the  Rio 
Puerco.  However,  we  are  coordinating  with  the  Bureau  of  Land  Management  and 
the  New  Mexico  State  Highway  and  Transportation  Department  to  identify  locations 
for  possible  application  of  Section  14  of  the  1946  Flood  Control  Act.  The  Corps  of 
Engineers  has  authority  for  emergency  streambank  protection  under  Section  14  of 
the  1946  Flood  Control  Act. 

ABIQUIU  DAM,  NM 

Senator  Domenici.  In  New  Mexico,  General,  regarding  another 
big  dam,  called  the  Abiquiu  Dam,  there  has  been  an  ongoing  seri- 
ous involvement  between  the  Corps  and  the  citizenry  around  there, 
in  that  the  Corps  was  planning  to  condemn  some  additional  land 
instead  of  doing  the  acquisition  by  less  than  condemnation,  through 
getting  easements  and  the  like. 

There  is  a  large  citizen's  group  in  this  community  of  Abiquiu  that 
call  themselves  an  advisory  group.  They  are  very  reputable  and 
concerned  people.  They  plan  to  meet  with  your  New  Mexico  Corps' 
leaders,  and  I  would  just  like  to  know  for  the  record,  whether  this 
citizen's  group  has  met  yet  with  the  Corps,  and  what  progress  is 
there  to  report?  If  you  know  that,  it  would  be  good  news  for  today. 
If  you  do  not,  would  you  supply  it  rather  quickly  to  us? 

General  Williams.  Apparently,  sir,  we  do  not  know  that.  I  need 
to  get  back  to  you  on  that  one,  also. 

Senator  DOMENICI.  All  right.  I  would  like  to  know  whether  you 
would  fmd  out  and  state  for  the  record  in  writing,  whether  the 
Corps  anticipates  that  this  will  be  a  continuing  process?  We  believe 
it  must  be,  through  an  EIS  and  a  couple  of  other  stages,  but  we 
would  like  to  see  what  your  analysis  is. 

General  Williams.  Sir,  I  will  see  that  you  get  that  information. 

Senator  DOMENICI.  Thank  you  very  much.  I  have  no  further 
questions. 
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ADDITIONAL  SUBMITTED  QUESTIONS 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Corps  for  response  subsequent  to  the  hearing:] 
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QUESTIONS  SUBMITTED  BY  SENATOR  JOHNSTON 

INLAND  WATERWAY  USERS  FUEL  TAX 

Senator  JOHNSTON.  At  least  four  states  (Texas,  Louisiana, 
Arkansas,  Oklahoma)  and  likely  others  as  well,  have  local  inland 
ports  and  or  navigation  districts  that  have  levied  mileage 
assessments  over  the  years  to  support  river  development  and 
industrial  development  through  bond  issues.  Local  taxpayers  and 
property  owners  have  voted  to  tax  themselves  in  these  circumstances 
in  order  to  support  waterways  development,  in  the  belief  that  the 
Federal  government's  historic  cost  share  obligations  would  continue 
to  be  honored  in  the  future.  In  turn,  billions  of  dollars  of 
industrial  production  has  been  induced  to  locate  along  navigable 
waterways  on  which  this  local  bond  issuance  and  taxing  authority 
has  occurred.  Waterways  interests  are  unable  to  discern  any 
attempt  by  the  Administration  to  weigh  local  impacts  of  its  $1.00 
per  gallon  tax  increase  on  principal  and  interest  obligations 
undertaken  by  local  residents  in  these  areas.  Because  a  number  of 
waterway  segments  still  show  high  cost,  and  total  volume  potential 
has  not  reached  projects,  it  seems  certain  that  large  tax  increases 
such  as  50  cents  a  gallon,  not  to  mention  $1.00,  would  make  many  of 
these  waterways  non- competitive  and  seriously  imperil  locally 
issued  bonds . 

Dr.  Dickey,  please  describe  for  the  committee  how  the  Corps  of 
Engineers  measured  and  analyzed  the  impact  of  this  tax  on 
outstanding  bond  principal  and  interest  issued  by  local 
jurisdictions  over  the  years.  These  are  bonds  voted  on  by  local 
residents  in  a  number  of  states  issued  to  support  construction  of 
a  variety  of  port  and  navigation  projects.  The  bonds  are  supported 
by  local  millage  assessments. 

Dr.  DICKEY.  While  this  issue  was  not  directly  addressed, 
because  we  do  not  expect  to  see  the  dramatic  reduction  in  barge 
traffic  that  some  in  the  industry  have  predicted,  we  also  do  not 
expect  to  see  a  comprehensive  devastating  impact  on  local  area 
economies.  It  is  stated  that,  "a  number  of  waterway  segments  still 
show  high  cost."  If  this  means  that  Corps  O&M  expenditures  are 
high  for  a  segment,  the  imposition  of  a  fuel  tax  rather  than  a 
segment  specific  tax  will  cushion  the  segment  from  recovering  its 
total  cost.  If  the  high  costs  refer  to  the  water  transportation 
industry,  it  is  hard  to  see  a  justification  for  a  continued  subsidy 
when  alternative  transportation  modes  appear  to  offer  a  competitive 
advantage,  once  all  costs  are  internalized  to  the  system  users. 

Senator  JOHNSTON.  Most  inland  waterways  were  constructed  to 
stimulate  regional  development  in  our  country.  The  Gulf 
Intracoastal  Waterway  is  a  classic  example.  It  was  known  that 
regional  as  well  as  national  benefits  would  flow  from  these 
projects.  This  is  embodied  in  the  acts  of  Congress  authorizing 
navigation  projects.  Although  there  are  variations,  these  acts  of 
Congress  authorizing  projects  state  that  the  Federal  Government 
will  construct,  operate  and  maintain  navigation  projects  and  non- 
Federal  sponsors  will  provide  where  needed,  the  lands,  easements, 
rights-of-way  relocation  and  disposal  areas  (LERRD) ,  for  them. 

LERRD  were  provided  by  states,  port  and  navigation  districts, 
while  the  Federal  Government's  share  of  the  project  cost,  which 
represents  national  benefits,  was  to  pay  the  cost  for  construction, 
operation  and  maintenance.  Thus  national  benefits  were  always 
recognized  and  the  cost  benefit  formula  used  for  ranking  projects 
included  the  well  understood  obligation  that  the  Federal  Government 
would  pay  for  operation  and  maintenance. 
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Isn't  the  economic  theory  under  which  you  repudiate  a  long 
standing  Federal  obligation,  and  suddenly  throw  off  to  the  barge 
companies  a  responsibility  which  has  not  been  theirs,  one  which 
strikes  you  as  unfair? 

Dr.  DICKEY.  I  believe  the  issue  of  fairness  to  be  one  of  the 
more  compelling  reasons  for  imposing  the  additional  user  charge. 
It  does  not  make  sense  to  subsidize  an  industry  in  perpetuity, 
especially  when  it  may  give  that  industry  an  apparent  competitive 
advantage,  which  exists  only  because  of  the  subsidy. 

Senator  JOHNSTON.  Why  should  the  alleged  "maturity"  of  the 
barge  industry  serve  as  justification  for  abrogating  operations  and 
maintenance  responsibility  that  arose  initially  from  local  cost 
share  agreements  to  which  the  barge  industry  was  not  even  a  party? 

Dr.  DICKEY.  There  is  nothing  in  the  proposal  which  suggests 
that  the  Federal  Government  is  abrogating  its  operation  and 
maintenance  responsibilities.  In  fact,  the  U.  S.  Army  Corps  of 
Engineers  will  continue  to  operate  and  maintain  the  inland  waterway 
system.  What  would  change  under  the  proposed  increase  in  user 
charges  would  be  the  source  of  Federal  funding.  Rather  than  ask 
taxpayers  nationwide  to  pay  for  a  system  whose  beneficiaries  can  be 
identified,  the  user  charge  would  use  revenues  collected  from  the 
beneficiaries. 

Senator  JOHNSTON.  Given  the  controversy  surrounding  the 
impacts  of  the  proposed  barge  fuel  tax  increase  and  the  always 
central  question  of  "fairness,"  would  you  provide  this  committee 
with  a  specific  breakdown  on  how  the  Corps  determines  the 
navigational  percentage  assigned  to  each  waterways  segment  for 
purposes  of  cost  allocation? 

Dr.  DICKEY.  When  inland  waterway  projects  are  first  built 
they  are  authorized  as  either  single  purpose,  navigation,  or  multi- 
purpose, hydropower,  flood  control,  etc.  The  O&M  cost  allocations 
are  based  on  the  following: 

for  single  purpose  navigation  locks  and  dams,  all  O&M  costs 
less  recreation  and  law  enforcement  costs  are  assigned  to 
navigation; 

for  multiple  purpose  projects  without  a  cost  allocation, 
determined  during  project  justification,  O&M  costs  specifically 
assigned  to  navigation  and  ten  percent  of  joint  costs  are  included 
in  the  total; 

for  multiple  purpose  projects  with  a  cost  allocation, 
navigation  specific  costs  and  allocated  joint  costs  are  assigned  to 
navigation; 

for  the  Mississippi  River  and  Tributaries  project,  navigation 
O&M  costs  include  all  maintenance  and  construction  dredging  costs, 
all  maintenance  and  construction  costs  of  dikes,  one  third  of  the 
costs  of  revetment  maintenance  and  construction,  and  Old  River 
construction  and  maintenance,  none  of  the  other  feature  costs  are 
assigned  to  navigation.  I  would  be  pleased  to  provide  a  project  by 
project  breakdown  if  this  would  be  useful. 

Senator  JOHNSTON.   In  considering  a  proposed  waterways 
project's  navigational  benefits  as  well  as  the  environmental, 
flood  control,  water  for  drinking,  industrial  use,  and 
recreational  benefits,  would  you  provide  this  committee  with  a 
detailed  analysis  of  how  the  Corps  assigns  financial  public 
benefit  amounts  to  these  non-navigation  impacts?  More 
specifically,  in  the  Corps'  required  cost/benefit  analysis,  are 
all  of  these  factors  assigned  a  dollar  amount  which  is  then 
compared  to  the  projected  cost  of  the  project  for  the  purposes  of 
decision  making? 
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Dr.  DICKEY.   For  every  Corps  of  Engineers  project,  all  of 
the  economic  costs  and  all  of  the  economic  benefits  are 
quantified.  The  categorization  of  a  project  as  a  navigation 
project  or  as  a  multipurpose  project  is  based  on  the  purposes  for 
which  the  project  was  formulated,  that  is,  scaled  or  designed. 
Formulating  objectives  is  usually  based  on  a  combination  of  study 
authorization  provisions  and  the  opportunities  available  in  the 
study  area.  For  example,  a  project  may  be  formulated  for  the 
navigation  purpose  and  produce  incidental  recreation  or  water 
supply  benefits,  or  the  project  may  be  scaled  or  designed  to 
provide  not  only  the  navigation  but  the  other  purposes  as  well. 
In  all  cases,  benefits  are  based  on  the  "willingness  of  users  to 
pay"  as  estimated  directly  or  through  various  proxies  such  as 
transportation  cost  savings  or  flood  damages  reduced.  Costs  are 
assigned  to  the  purposes  for  which  the  project  was  formulated; 
when  purposes  are  incidental,  they  are  typically  not  assigned  a 
share  of  the  project  cost.  Where  recreation  facilities  are  added 
to  take  advantage  of  the  opportunity  afforded  by  the  creation  of 
a  slackwater  navigation  pool,  the  separable  costs  of  the 
recreation  facilities  would  be  cost  shared  according  to  the 
recreation  formula,  which  is  50/50.  While  the  purposes  for  which 
a  project  is  formulated  dictate  the  scale  and  design  of  the 
project,  in  assessing  the  overall  merit  of  the  project,  all  the 
benefits  and  costs  are  considered  and  are  reflected  in  the 
benefit/cost  ratio. 


Senator  JOHNSTON.   Is  future  Operation  and  Maintenance  (08.M) 
also  included  in  the  government's  total  costs  for  purposes  of 
cost/benefit  analysis? 

Dr.  DICKEY.   All  costs  necessary  for  the  benefits  to  occur 
are  accounted  for  in  benefit-cost  analysis.  This  includes  future 
operations  and  maintenance  costs. 


REORGANIZATION 

SENATOR  JOHNSTON.   General  Williams,  in  your  statement  you 
mention  that  between  1990  and  1993  the  Corps  of  Engineers  will 
have  lost  671  FTES  and  by  1995  an  additional  1,100  FTEs .   Can 
these  sizable  reductions  be  achieved  without  major  imbalances  in 
personnel  levels  when  compared  to  assigned  missions? 

General  WILLIAMS.   The  Corps  annually  adjusts  its  workforce 
allocations  among  its  districts,  divisions,  laboratories  and  other 
field  offices  in  accordance  with  workload  changes.   Each  year  we 
strive  to  maintain  a  balance  between  the  number  of  personnel 
assigned  to  each  organization  and  its  relative  workload.   Even 
though  we  may  achieve  the  best  balance  given  our  current 
structure,  our  problem  is  that  the  current  structure  makes 
inefficient  use  of  our  workforce.   We  believe  we  could  produce 
higher  quality  work,  more  timely,  at  less  cost  if  we  could 
centralize  some  functions,  such  as  personnel  management,  finance 
and  accounting,  engineering  and  others,  in  fewer  locations.   These 
are  all  functions  where  proximity  to  the  customer  is  not  needed  by 
those  performing  the  function. 

Even  though  we  do  adjust  workforce  allocations  in  accordance 
with  workload  changes  annually,  we  still  do  sometimes  have 
temporary  imbalances  at  the  district  level  where  the  workload  may 
be  greater  or  smaller  than  is  appropriate  to  the  staffing  level. 
This  situation  occurs  because  workload  fluctuates  up  or  down 
faster  than  it  is  prudent  to  hire  or  reduce  personnel.   Typically 
we  manage  these  situations  by  contracting  out  more  or  less  of  the 
work,  or  by  transferring  work  between  districts--that  is, 
sometimes  we  move  the  work  rather  than  the  people. 
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SENATOR  JOHNSTON.   What  is  the  current  status  of  Corps 
reorganization  plans  within  DOD? 

General  WILLIAMS.   The  Corps  reorganization  plan  is  currently 

on  hold  pending  review  by  the  Office  of  the  Secretary  of  Defense. 

No  implementation  will  take  place  until  approved  by  OSD .   On  March 

15,  1993,  in  his  latest  public  statement  on  the  matter.  Secretary 

Aspin  responded  to  a  question  from  a  member  of  the  Base  Closure 

Commission  on  Corps  reorganization.   At  that  time,  he  recognized 

the  need  for  realignment,  but  noted  a  concern  with  the  process 

that  the  Corps  followed  in  developing  the  current  plan.   The  Corps 

is  taking  no  action  on  the  plan  while  it  is  under  review  at  OSD. 

SENATOR  JOHNSTON.   What  impact  is  prohibition  against  closing 
District  Offices  having  on  your  ability  to  manage  assigned 
personnel  reductions? 

General  WILLIAMS.   The  Corps  reorganization  plan  did  not 
propose  to  close  any  districts.   It  did  propose  to  close  five 
division  offices  leaving  a  structure  of  six  division  and  38 
district  offices.   The  reorganization  plan  did,  however,  propose 
the  realignment  of  personnel  among  districts,  essentially 
resulting  in  fewer  districts  performing  some  functions  such  as 
finance  and  accounting,  personnel  management,  planning  and 
engineering.   All  districts  continue  to  perform  those  functions 
where  public  or  customer  contact  or  proximity  to  the  site  is 
important  to  the  mission  such  as  project  management,  construction 
management,  operation  and  maintenance,  and  regulatory  functions. 

While  the  prohibition  against  closing  District  Offices  does 
not  impact  our  ability  to  manage  the  required  personnel 
reductions,  a  prohibition  against  transferring  functions  among 
Districts  would  be  a  serious  impediment  in  managing  the  downsizing 
properly.   We  have  identified  opportunities  to  improve  our 
operations  through  consolidation  of  selected  functions  noted  above 
that  need  not  be  physically  located  near  a  customer  or  project 
site.   If  we  cannot  execute  these  consolidations,  we  must  dedicate 
more  resources  to  these  functions  and  fewer  to  other  technical  or 
project  functions.   The  result  is  that  we  have  more  overhead 
personnel  and  inefficient  use  of  technical  personnel  in  the 
District  offices. 


SENATOR  JOHNSTON.   General  Williams,  your  statements  indicate 
that  there  is  little  flexibility  left  to  absorb  future  cuts.   What 
measures  can  the  Corps  take  to  bring  about  additional  savings 
without  jeopardizing  its  traditional  missions  and  technical 
expertise?   What  would  be  the  potential  savings  in  people  and 
dollars? 

General  WILLIAMS.   In  my  statements  I  have  explained  that 
without  reorganization  we  have  few  options  available  to  us  to 
absorb  future  cuts.   We  can,  for  instance,  continue  to  extract 
more  efficiencies  through  further  automation,  and  we  can  work  to 
develop  more  efficient  organizations  within  each  district,  such  as 
by  combining  functions  within  districts.   There  are  limits, 
however,  to  the  savings  possible  through  these  measures  if 
confined  to  the  current  structure.    For  instance,  we  believe  that 
by  fully  exploiting  the  efficiencies  possible  with  our  improved 
automated  systems,  we  could  manage  better  with  fewer, 
consolidated,  personnel  offices,  and  with  only  one  Corps  finance 
center.   By  implementing  these,  and  other  similar  functional 
transfers,  we  would  be  able  to  eliminate  unnecessary  positions 
and,  equally  importantly,  place  some  of  the  "saved"  positions  at 
project  sites  or  in  critical  technical  areas  where  they  can  serve 
the  public  more  directly  and  benefically.   We  cannot  achieve  these 
efficiencies  and  improved  uses  of  resources  if  we  do  not  have 
freedom  to  transfer  functions  among  Corps  organizations. 
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SENATOR  JOHNSTON.   Do  you  still  believe  that  some  sort  of 
reorganization  is  a  must? 

General  WILLIAMS.   The  need  for  reorganization  is  as  pressing 
now  as  it  was  when  the  plan  was  being  developed.   The  need  stems 
from  a  number  of  factors:   there  has  been  a  consistent  decline  in 
traditional  design  and  construction  projects  and  we  project  this 
trend  to  continue;  there  are  imbalances  among  workload  at  some  of 
our  districts;  we  have  a  need  to  modify  our  workforce  structure  to 
maintain  and  enhance  our  technical  expertise  in  view  of  the 
changing  workload  trends;  and  it  is  essential  to  reduce  the  cost 
of  overhead  and  support  staff,  consistent  with  the  lower  workload. 

SENATOR  JOHNSTON.   I  understand  that  no  funding  is  included 
in  the  FY  1994  budget  request  for  reorganization  activities.   If 
the  Corps  is  allowed  to  proceed  with  reorganization  in  FY  1994, 
where  would  the  funds  needed  to  undertake  the  changes  come  from: 

General  WILLIAMS.    That  would  depend  on  the  nature  of  the 
reorganization  activities  approved.   The  Corps  currently  has  $7 
million  funded  for  reorganization  in  the  General  Expenses  account 
in  FY  1993  that  will  be  carried  over  into  FY  1994.   This  would 
allow  us  to  initiate  some  reorganization  activities  at  Division 
offices.   If  additional  funding  were  required,  we  would  propose  a 
reprogramming  or  transfer  of  funds  within  our  existing  total 
program  to  fund  the  remainder.   If  no  additional  funds  could  be 
made  available,  we  would  pace  reorganization  activities  to 
accomplish  them  within  existing  funds. 

INSPECTOR  GENERAL  REPORT  ON  COST  OF  DOING  BUSINESS 

SENATOR  JOHNSTON.   General  Williams,  between  January  and 
August  of  1992  your  Engineer  Inspector  General  (EIG)  conducted  an 
investigation  of  the  Army  Corps  of  Engineers  Cost  of  Doing 
Business  methodologies.   The  objective  of  that  effort  was  to 
evaluate  the  efficiency  and  effectiveness  of  managing  costs, 
execution  of  appropriate  cost  controls,  and  managing  cost  of 
operating  budgets. 

Several  troubling  problems  were  identified  in  the  EIG's 
report.   They  include:  (1)   the  need  for  a  strong  fiscal  ethic  to 
permeate  the  Corps  from  top  to  bottom;  (2)   managers  not  being 
held  accountable  in  the  area  of  fiscal  responsibility;  (3) 
budgets  routinely  disregarded;  (4)  major  concerns  impacting  costs 
were  handled  by  avoiding  the  problem  rather  than  seeking 
solutions,  and;  (5)  multiple  layers  above  the  District  level 
hindered  the  review  process. 

First,  are  you  aware  of  the  Engineer  Inspector  General's 
report?   How  do  you  respond  to  the  major  conclusions  and 
recommendations? 

GENERAL  WILLIAMS.   Yes,  I  am  well  aware  of  the  report.   The 
EIG  works  directly  for  me  and  I  requested  that  he  conduct  the 
investigation  in  order  to  obtain  an  independent  view  of  how  we 
might  improve  our  Cost  of  Doing  Business  methodologies.   The 
Inspector  General  has  since  reported  his  findings  and  I  approved 
the  final  report  on  October  16,  1992. 

The  report  was  assigned  to  our  Cost  of  Doing  Business  Task 
Force,  chaired  by  Mr.  John  Wallace,  my  Director  of  Resources 
Management  for  action.   Since  that  time,  Mr.  Wallace  and  task 
force  members  are  coordinating  report  findings  with  the 
headquarters  staff  and  pursuing  specific  plans  of  action  to 
correct  the  deficiencies  identified.   They  are  scheduled  to  have  a 
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final  task  force  meeting  before  the  end  of  September  to  resolve 
all  comments  on  the  proposed  plan  of  action  and  to  brief  me 
shortly  thereafter. 

I  should  also  note  that,  while  this  process  seems  lengthy,  we 
are  not  delaying  action  to  correct  the  important  and  immediate 
deficiencies.   For  instance,  my  staff  has  already  drafted 
procedures  to  change  field  operating  budget  procedures  and 
responsibilities;  we  have  taken  steps  to  correct  all  issues 
concerning  headquarters  billbacks  and  have  briefed  Congressional 
staff  on  these  changes;  we  have  completed  two  process  reviews  of 
both  civil  works  policy  review  procedures  and  technical  procedures 
and  have  developed  revised  procedures  and  organizational  changes 
(unfortunately,  implementation  of  these  improvements  is  delayed 
pending  decision  on  the  Corps  reorganization  plan);  we  have 
completed  a  review  of  our  Program  and  Project  Management 
organization  and  procedures  and,  in  fact,  have  a  team 
investigating  District  implementation  of  current  guidance  ongoing 
now;  and  we  are  in  the  process  of  revising  some  of  our  procedures 
governing  the  Plant  Replacement  and  Improvement  Program  (PRIP) . 

SENATOR  JOHNSTON.   Explain  why  this  committee  has  never  been 
informed  of  the  EIG  Cost  of  Doing  Business  report  or  its 
conclusions  and  recommendations  when  many  of  the  abuses  directly 
effect  actions  taken  by  this  body. 

GENERAL  WILLIAMS.   There  is  no  intent  to  conceal  information. 
As  part  of  our  total  program  of  internal  controls  we  maintain 
Inspector  General,  internal  audit  and  an  internal  financial 
quality  assurance  staffs.   The  mission  of  each  of  these  staffs  is 
to  review  our  internal  operations  and  produce  findings  and 
recommendations  for  our  internal  use.   These  internal 
Investigative  and  review  staffs  are  similar  to  those  internal  to 
all  agencies  throughout  the  federal  government.   As  a  general 
rule,  our  regulations  specify  that  report  findings  are  for 
internal  use  only;  however,  we  generally  make  the  findings  of 
completed  and  approved  reports  available  to  external  auditors  or 
others  with  a  legitimate  need  for  the  information  on  request. 


ENGINEER  INSPECTOR  GENERAL  REPORT  ON  COST  OF  DOING  BUSINESS 

Senator  JOHNSTON.  One  aspect  of  the  EIG's  findings  deals 
with  "billbacks"- -those  intrinsically  Headquarters  or  Divisions 
activities  and  costs  which  should  be  funded  from,  namely  General 
Expenses,  but  are  paid  for  the  Districts.  Another  way  of 
describing  billbacks  is  the  diversion  of  project  funds  away  from 
the  field  to  pay  for  activities  that  are  to  be  funded  and 
managed  at  the  Headquarters  or  Division  level . 

General  WILLIAMS.  First,  let  me  clarify  that  "headquarters 
activities"  are  not  funded  by  billbacks.  The  centralized 
account  is  used  to  fund  project  activities  which  have  been 
centralized  in  one  location  because  that  is  the  most  efficient 
way  to  produce  the  product  or  service.  Headquarters  personnel 
who  review,  approve,  and  oversee  the  management  of  these 
activities  are  funded  from  headquarters  accounts  funded  by 
General  Expenses  or  Operations  and  Maintenance,  Army,  as 
appropriate.  All  questionable  headquarters  positions  have  been 
removed  from  the  centralized  account  for  FY  94.  Those 
activities  centrally  funded  and  billed  back  to  projects  are 
activities  which  the  districts  require  in  the  accomplishment  of 
their  mission,  but  which  are  performed  centrally  to  provide  for 
standardization  and  cost   effective  operation;   the   costs  are 
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distributed  equitably  across  the  appropriate  beneficiaries. 
Actual  execution  of  the  activities  funded  by  billbacks  is 
performed  by  districts  or  laboratories,  or  contracted  out  by 
them. 


Senator  JOHNSTON.  In  1979,  the  GAO  cautioned  the  Army  Corps 
of  Engineers  against  diverting  funds  from  field  projects  to 
support  Headquarters  activities  that  were  specifically  to  be 
funded  from  General  Expense  appropriations.  Subsequent  to  the 
1979  GAO  report,  billback  activity  was  reduced  significantly 
from  1979  to  1986.  However,  since  1986  the  level  of  billbacks 
has  steadily  increased  to  the  point  diversion  of  funds  to  cover 
Headquarters  and  Division  activities  is  forecast  to  exceed  $40 
million  in  1993.  General  Williams,  since  the  misuse  of 
appropriated  funds  is  a  serious  matter,  can  you  explain  why  this 
situation  has  been  allowed  to  persist? 

General  WILLIAMS.  In  response  to  our  own  internal  Engineer 
Inspector  General  report  and  interest  expressed  by  Committee 
staff,  we  have  reviewed  our  criteria  for  approving  centralized 
activities.  We  have  determined  that  our  criteria  have  been 
somewhat  ambiguous  in  their  description  and  their  interpreta- 
tion. Accordingly,  we  have  redefined  criteria  and  are  in  the 
process  of  improving  our  procedures  for  administration  of 
billback  activities.  In  short,  I  have  revised  criteria  such 
that  only  those  activities  which  directly  benefit  projects  and 
which  are  more  efficiently  performed  centrally,  than  separately 
in  38  separate  districts  and  laboratories,  may  be  approved.  All 
other  activities  have  been  removed  from  the  FY  94  centralized 
account  and  must  compete  for  funding  within  the  appropriate 
funding  sources.  I  am  prepared  to  justify  each  billback 
activity  on  a  cost  efficiency  basis.  No  billbacks  will  be  used 
to  support  headquarters  staff  directly  or  indirectly. 

When  we  applied  the  new  criteria  to  the  FY  93  billbacks,  the 
result  was  a  reduction  of  $14  million  from  the  actual  FY  93 
level  of  $31  million,  and  $24  million  below  the  proponents' 
FY  94  request  of  $41  million.  Salaries  for  Headquarters  or 
Division  personnel  who  review,  approve,  and  oversee  the 
management  of  these  activities  are  paid  either  from  General 
Expenses  or  Operation  and  Maintenance,  Army  funds  provided  for 
that  purpose. 

Senator  JOHNSTON.  What  controls  have  been  instituted  to 
assure  that  only  appropriate  costs  are  billed  to  field  offices? 

General  WILLIAMS.  Billbacks  are  reviewed  at  three  levels, 
the  first  of  which  is  by  the  districts.  Districts  review  and 
comment  on  all  billbacks  proposed  for  the  following  fiscal 
year.  These  comments,  along  with  proponent  narratives,  undergo 
two  levels  of  review  at  headquarters.  The  first  headquarters 
level  is  the  Working  Resource  Management  Committee.  This  body 
consists  of  budget  officers  from  each  of  the  headquarters 
directorates.  Proponents  defend  their  requirements  before  this 
body.  The  Working  Resource  Management  Committee  reviews 
billbacks  primarily  from  the  perspective  of  whether  the 
information  provided  by  the  proponents  meets  the  criteria  for 
centralized  funding.  The  Senior  Resource  Committee,  consisting 
of  directorate  chiefs  and  a  field  representative,  reviews 
recommendations  of  the  Working  Resource  Management  Committee  and 
the  overall  policy  and  priorities  of  the  Corps  of  Engineers. 
The  Deputy  Chief  of  Engineers  chairs  the  Senior  Resource 
Committee  and  approves  all  billbacks. 
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We  are  making  several  changes  to  the  review  and  approval 
process  in  FY  94.  First,  we  are  designating  a  Program  Manager 
with  clear  accountability  to  ensure  that  centralized  funding  as 
opposed  to  a  specific  appropriation  account  is  the  appropriate 
means  of  funding  proposed  activities.  Secondly,  an  activity 
must  meet  the  criteria  of  both  providing  a  direct  benefit  to 
projects  and  being  more  cost  effective  performed  centrally 
before  it  will  be  considered  as  a  candidate  for  centralized 
funding.  After  an  activity  is  approved  for  central  funding  by 
the  Program  Manager,  the  Working  Resource  Management  Committee 
and  the  Senior  Resource  Committee  review  process  will  determine 
the  proper  funding  level  and  distribution.  These  new  procedures 
will  be  published  in  an  Engineer  Regulation  and  compliance 
monitored  closely. 

Senator  JOHNSTON.  What  would  be  the  impact  of  strict 
limitations  on  the  total  billbacks  annually? 

General  WILLIAMS.  As  noted  in  a  previous  response,  we  have 
reduced  the  FY  94  centralized  account  or  "billbacks"  to  that 
minimum  set  of  activities  we  believe  to  be  most  cost  effectively 
performed  at  a  single  location.  The  projects  and  their  FY  93 
costs  are  listed  in  the  table  below.  The  FY  94  requests  have 
not  yet  been  reviewed  or  approved.  There  are  no  headquarters 
positions  or  activities  funded  through  the  centralized  account 
in  FY  94.  We  believe  each  of  these  activities  are  needed  and 
used  by  field  activities  and  that  they  are  most  cost  efficiently 
developed  centrally,  rather  than  separately  in  each  field 
office.  As  you  can  see  from  the  list,  these  include  technical 
software,  engineering  guidance,  management  systems,  long-term 
training  of  field  personnel,  and  other  items  used  by  the  field. 
In  fact,  all  of  this  material  is  developed  in  a  district  office 
or  Corps  laboratory,  by  Corps  field  personnel  or  by  contract. 

Strict  limitations  on  billbacks  would  result  in  significant 
cost  increases  as  districts  each  developed  the  software, 
specifications,  manuals,  or  other  items  necessary  to  execute 
their  missions.  Not  only  would  individual  district  costs 
increase,  but  the  resulting  incompatible  software,  hardware,  and 
information  would  increase  our  total  program  management  costs 
and  impair  our  ability  to  provide  accurate,  timely  information 
to  Congress,  0MB,  DoD,  HQDA,  and  others.  Generally  speaking, 
strict  limitations  on  billbacks  would  result  in  erosion  of  the 
Corps  ability  to  perform  its  mission  in  the  most  efficient  and 
cost  effective  means. 

Should  the  Congress  elect  to  develop  annual  limitations  on 
billbacks,  we  would  propose  that  they  be  based  on  annual  budget 
submissions,  similar  to  the  Plant  Replacement  and  Improvement 
Program  (PRIP)  submission,  whereby  the  Corps  would  provide 
annual  requirements  for  central  funding,  with  justification  for 
each  item  proposed,  for  Congressional  review,  but  with  no  new 
budget  authority  required. 

(The  information  follows:) 
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CENTRALIZED  AdTVi'l'lbS 
Proposed  for  FXmding  in  FY  94 
^^^         ($000) 

FY  94 

Proponent  Ctentralized* 


AUIO^VIED  DAIA  PRDCESSINS  TNTnATIVES: 

CECW            Ccnputer  Aided  Structural  Engineering   (CASE)  550 

CECW            Conputer  Aided  Geotechnical  EngineeniM  500 

CECW            Ccnstructicn  Criteria  Base/SPECS  ism^  150 

CECW            Geotechnical  Aspects  of  CASE  125 

CELD            Autotated  Vehicle  Information  M^mt  System  50 

CEMP            Conputer  Aided  Cost  Engineering  Support  System  1,200 

CEMP            Ccnputer  Aided  D^ign  anc^  Drafting  Center  1,100 

CEMP            A-ET  Contract  Administration  Svfport  System  520 

CEMP            Automated  Review  t-fenagerrEnt  System  500 

CEMP            Pavements -Transp  Ccnputer  Assisted  Struct.  Engrg  300 

CEMP            Buildings  Load  Analysis  &  System  Thermodynamics  250 

CEMP            Oonstructicn  Contractor  Appraisal  Support  System  150 

CEMP            Automated  Engineer  Form  3DB6  System  140 

CERE            Real  Estate  Systems  Support  Center  750 

SUBIUEAL  6,285 

^M®£SMEN^  IMElO/EMENr  XNTnAnVES: 

CEOC            Alternate  Dispute  Resolution  100 

CECW             Engineer  Guidance  L^x3ate  Prcgram**  2,000 

CECW             Bquipnent  I^nual  200 

CEHR            Lcng  Term  Training/Exec.  Dev.   Pgm  3,500 

CERD            Numerical  Models  2,750 

CERM            CDEMIS  Finance  &  Accounting  Systsn  Nbintenance  2 ,  315 

SUHIOIAL  10,865 

(35AND  IUBUj  17,150 


♦Funding  levels  are  actual  FY  93  levels  and  ^prcodmate  FY  94;   FY  94  requirements 
are  currently  under  H3  review;  approved  funding  levels  have  not  been  determined. 

►♦Engineer  Guidance  Itedate  Program  is  a  5 -year  program  which  concludes  in  FY  94, 
and  is  direct- funded  by  General  Expenses  for  $2.5  million  annually  for  policy 
and  guidance  i;pdate,   and  $2.0  millicn  from  centralized  funding  for  technical 
guidance  update. 


CORPS    MINIMUM    FLEET   AND   OTHER    DREDGING    ISSUES 

Senator  JOHNSTON.    Last   year.    Congress    included  a   provision 
in   the   Energy   and  Water  Appropriations   Bill    that   made   at    least 
7,500,000   cubic   yards   of   hopper  dredge   work  accomplished  with 
government -owned  dredges   available   for   competitive  bid. 

What   steps   have  been   taken   to   implement    this   provision? 
What   guidelines,    criteria  and  assumptions   were  used   in 
determining   how   to   carry  out    this   provision? 

Dr.    DICKEY.    The    four  Corps   hopper  dredges   have   reduced   their 
operating   schedules    from  230   days   to   180   days,    and   7.5   million 
cubic  yards   of    hopper  dredging  work  normally  performed  by   these 
dredges   has   been   scheduled   for   industry   to  bid.      The   distribution 
of    the  hopper   dredging  work  was   based  on  an  equitable 
distribution    in    the   work   of    each   dredge    on   the  Gulf,    east    and 
west   coasts.      This   distribution  will   give   industry  an   opportunity 
to  demonstrate    their   capability,    competitiveness,    and 
responsiveness    in  all    coastal    regions. 

Senator   JOHNSTON.       Has    the   provision   caused   any   adverse 
problems   operationally   or   otherwise? 

Dr.    DICKEY.      No  adverse   operational   or  other  problems   have 
been  caused  by   this   provision. 
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Senator  JOHNSTON.   How  were  regional  needs  and  differences 
factored  into  the  final  plan  on  making  the  additional  yardage 
available? 

Dr.  DICKEY.   The  equitable  distribution  of  work  distributed 
the  regional  quantities  of  hopper  dredging  proportional  to  the 
actual  average  quantities  dredged  by  the  Corps  hopper  dredges. 
This  plan  ensured  that  all  Corps  hopper  dredges  would  remain 
operational  and  available  in  their  respective  regions  for  any 
potential  unforeseen  adverse  situation. 

Senator  JOHNSTON.   What  period  of  time  in  your  judgement, 
will  be  needed  to  make  a  fair  assessment  of  private  sectors 
ability  and  interest  in  undertaking  dredging  work  in  areas  where 
it  has  not  traditionally  had  a  presence? 

Dr.  DICKEY.  Subsequent  to  the  completion  of  the  fiscal  year, 
an  assessment  should  be  completed  within  approximately  60  days. 

Senator  JOHNSTON.   Now  the  Minimum  Dredge  Fleet  study  has 
been  in  the  final  stages  of  preparation  for  nearly  2  years. 

First,  what  is  the  status  of  the  Corps  Minimum  Dredge  Fleet 
study  and  when  will  it  be  completed  and  available  for  public 
review? 

Dr.  DICKEY.   Management  options  have  been  developed  for 
various  configurations  of  a  Corps  dredge  fleet,  and  a  draft  final 
management  plan  is  being  reviewed  within  Corps  headquarters.   It 
is  tentatively  scheduled  for  completion  by  the  end  of  FY  93. 

Senator  JOHNSTON.   Has  the  provision  in  last  year's 
appropriations  bill  relating  to  competitive  bidding  on  7,500,000 
cubic  yards  of  government  work  had  any  impact  on  your  minimum 
fleet  analysis  and  completion  schedule? 

Dr.  DICKEY.   No,  Mr.  Chairman.   The  provision  in  last  year's 
appropriations  bill  did  not  impact  the  analysis  or  schedule. 

SAN  LORENZO  RIVER,  CALIFORNIA 

Senator  JOHNSTON.   General,  there  has  been  some  concern 
expressed  to  the  committee  about  the  progress  of  a  flood  control 
project  in  Santa  Cruz,  California,  the  San  Lorenzo  River  project. 
It  is  my  understanding  that  the  original  project  was  authorized 
in  1954,  constructed  in  1959,  had  some  problems  during  a  30-year 
flood  event  in  1973  and  1982.   A  reconnaissance  study  was  done  14 
years  ago  with  the  feasibility  study  initiated  four  years  ago. 

After  all  of  this  time  and  at  more  than  triple  the  initial 
cost  estimate  for  the  study,  the  feasibility  resolution 
conference  held  in  February  ended  without  an  agreement  on  the 
methodology  for  the  hydrology. 

Now,  the  Corps  of  Engineers  has  been  working  on  the 
hydrology  since  1979.   Another  draft  feasibility  report  is  not 
expected  until  August  at  which  time  the  more  than  $1,425  million 
will  have  run  out.   Total  cost  of  studies  done  thus  far  on  the 
project  is  $2,709  million.   It  appears  that  the  Corps  has  had 
more  than  enough  time  and  funding  to  resolve  the  problems  of  what 
I  understand  should  be  only  a  $10  million  construction  project. 
Given  the  Corps'  expertise  in  this  area,  why  have  you  been  unable 
to  resolve  the  hydrology  problem? 
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General  WILLIAMS.   Sir,  our  recent  studies  of  the  San 
Lorenzo  River  have  been  complicated  by  two  factors.   First,  the 
heavy  sediment  load  of  the  river  has  made  it  extremely  difficult 
to  determine  the  existing  channel  condition  from  which  to  design 
the  new  flood  control  project.   Second,  it  has  been  very 
challenging  to  apply  our  Corps  hydraulic  channel  design  criteria 
to  this  project. 

Senator  JOHNSTON.  As  a  matter  of  equity,  why  should  the 
local  sponsors  be  asked  to  pay  the  cost  of  what  appears  to  be 
poor  management  overs ite? 

General  WILLIAMS.   Sir,  our  feasibility  study  is  being 
conducted  in  accordance  with  the  cost  sharing  requirements  of  the 
1986  Water  Resources  Development  Act.   The  Act  requires  that  the 
cost  of  this  study  be  shared  50/50  between  the  Federal  government 
and  our  non- Federal  sponsors.   Notwithstanding  the  basis  for  our 
recent  delays  on  the  San  Lorenzo  study,  we  cannot  deviate  from 
the  statutory  cost  sharing  requirements  of  the  1986  Act. 

Senator  JOHNSTON.   In  your  judgement,  will  the  feasibility 
report  be  completed  and  available,  in  time  for  consideration  in  a 
1994  WRDA  bill? 

General  WILLIAMS.   The  current  schedule  provides  for  the 
report  to  be  submitted  for  Washington  level  review  in  May  1994. 
Based  on  this  schedule,  it  would  be  very  difficult,  although 
posssible,  to  provide  the  report  in  time  for  consideration  in  a 
1994  Water  Resources  Development  Act. 

Senator  JOHNSTON.   How  can  you  move  the  schedule  up  to 
qualify  the  project  for  1994  Authorization? 

General  WILLIAMS.   Sir,  we  will  make  every  effort  to  have 
the  report  ready  for  consideration  for  inclusion  of  the  project 
in  a  1994  Act.   We  are  working  with  the  South  Pacific  Division  to 
see  if  we  can  accelerate  the  current  schedule,  including  an 
expedited  review  process  at  the  Washington  level. 

WEST  COLUMBUS,  OHIO,  LOCAL  PROTECTION  PROJECT 

Senator  JOHNSTON.  Congress  appropriated  $4.8  million  in  FY  1993 
for  the  West  Columbus  Floodwall  project.  Has  construction  been 
initiated?  Last  year.  General  Genetti  indicated  that  a  construction 
contract  would  be  awarded  by  the  end  of  Fiscal  Year  1993. 

General  WILLIAMS.   No,  not  at  this  time. 

Senator  JOHNSTON.  What  is  the  earliest  that  construction  could  be 
initiated? 

General  WILLIAMS.  Assuming  timely  completion  of  review  and 
coordination,  construction  could  begin  in  September  1993. 

Senator  JOHNSTON.  The  Committee  understands  that  the  Project 
Cooperation  Agreement  is  expected  to  be  signed  in  June  of  this  year.  Do 
you  expect  all  policy  issues  to  be  resolved  so  that  the  PCA  can  be 
signed  without  reservation  or  need  for  legislative  language  directing 
that  the  Corps  proceed  with  the  project? 

General  WILLIAMS.  Yes,  we  expect  all  policy  issues  to  be  resolved 
and  the  PCA  executed  in  June. 

Senator  JOHNSTON.  How  much  money  has  the  City  of  Columbus  invested 
in  this  project  to  date? 

General  WILLIAMS.  The  City  of  Columbus,  through  Memorandums  of 
Agreement,  has  provided  $2,434,000  toward  their  cost  sharing 
requirement. 
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Senator  JOHNSTON.  If  construction  is  initiated  later  in  FY  1993, 
how  much  money  is  necessary  to  continue  design  and  construction 
activities  in  Fiscal  Year  1994? 

General  WILLIAMS.  Our  approved  capability  for  Fiscal  Year  1994  is 
$9,000,000  to  initiate  construction.  Although  project  and  study 
capabilities  reflect  the  readiness  of  the  work  for  accomplishment,  they 
are  in  competition  for  available  funds  and  manpower  Army- wide.  In  this 
context,  the  Fiscal  Year  1994  capability  amounts  consider  each  project 
or  study  by  itself  without  reference  to  the  rest  of  the  program. 
However,  it  is  emphasized  that  the  total  amount  proposed  for  the  Army's 
Civil  Works  Program  in  the  President's  budget  for  Fiscal  Year  1994  is 
the  appropriate  amount  consistent  with  the  Administration's  assessment 
of  national  priorities  for  Federal  investments  and  the  objectives  of 
avoiding  large  budget  deficits  and  the  serious  adverse  effect  that 
Government  borrowing  is  having  on  the  national  economy.  Therefore, 
while  we  could  utilize  additional  funds  on  individual  projects  and 
studies,  offsetting  reductions  would  be  required  in  order  to  maintain 
our  overall  budgetary  objectives. 

Senator  JOHNSTON.   What  would  Fiscal  Year  1994  funds  be  used  for? 

General  WILLIAMS.     These   funds   would  be   used   to   continue 

construction  of  Dry  Run  Levee,  initiate  construction  of  the  Souder 

Avenue  gate  closure  and  continue  Engineering  and  Design  for  the 

remainder  of  the  project. 

Senator  JOHNSTON.  What  would  be  the  impact  of  the  Floodwall 
project  not  progressing  simultaneously  with  the  Ohio  Department  of 
Transportation's  work  on  the  Spring/Sandusky  interchange  that  is 
scheduled  to  be  under  construction  in  1994?  I  understand  that  $2 
million  will  be  saved  if  the  floodwall  construction  is  done 
simultaneously  with  the  highway  work. 

General  WILLIAMS.  If  the  levee/f loodwall  features  are  not 
coordinated  with  the  highway  work,  it  would  result  in  additional  traffic 
congestion  and  increased  construction  cost  for  both  the  Corps  and  the 
City  of  Columbus.  The  additional  construction  cost  would  be  about  $2 
million. 


POINT  AU  FER  PERMIT  ISSUE  IN  LOUISIANA 

Senator  JOHNSTON.  There  was  a  recent  404  permit  controversy 
in  Louisiana  that  has  caused  quite  a  stir.  The  Archdiocese  of  New 
Orleans  and  the  Smythe  family  had  proposed  a  marsh  management  plan 
to  prevent  their  land  in  Terrebonne  Parish  from  subsiding  and 
eroding.  The  plan  required  a  404  permit.  The  Corps  decided  to 
issue  the  permit,  but  the  EPA  objected  and  asked  the  permit  issue 
to  be  elevated  to  national  headquarters  of  both  agencies.  At  that 
point,  the  permit  applicants  withdrew  their  application. 

I  understand  that  the  letter  from  the  EPA  to  you,  I  believe,  seemed 
to  object  to  marsh  management  plans  in  general.  These  have  been 
viewed  as  positive  and  progressive  environmental  activities  in 
Louisiana. 

Do  you  believe  the  Point  Au  Fer  case  signals  future  404  problems 
for  marsh  management  plans? 

Dr.  DICKEY.  Without  a  more  comprehensive  look  at  the  marsh 
management  issue,  there  may  be  some  problems  in  the  future.  The 
Corps  has  been  working  on  a  progreimmatic  environmental  impact 
statement  for  marsh  management  in  Louisiana  and  we  hope  that  this 
study  will  address  many  of  the  concerns  about  marsh  management. 

Senator  JOHNSTON.  Did  the  EPA  ever  express  concerns  with  this 
plan  prior  to  the  letter  to  you? 

Dr.  DiCKEY.  Yes,  they  objected  to  the  plan  in  their  routine 
comments  during  the  review  process. 
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Senator  JOHNSTON.   To  your  knowledge,  did  any  EPA  or  Corps 
official  ever  inspect  the  site  personally? 

Dr.  DICKEY.   Yes,  there  was  one  EPA  inspection  and  several 
inspections  by  Corps  personnel. 

MITIGATION 

Senator  JOHNSTON.  The  concept  of  "mitigation  banking"  is  becoming 
more  popular,  and  even  Administrator  Browner  has  recognized  that 
mitigation  has  an  important  role  to  play  in  wetlands  preservation. 

Senator  JOHNSTON.  Based  on  your  experiences,  do  you  support  the 
concept  of  mitigation  banking? 

Dr.  DICKEY.  Yes.  We  believe  that  mitigation  banking  is  a  valuable 
tool  and  we  are  advocating  further  development  of  the  concept. 
Furthermore,  we  believe  that  mitigation  banking  will  often  provide  the 
best  ecological  method  of  providing  compensatory  mitigation  because  the 
wetland  will  be  in  larger  tracts,  located  in  areas  where  restored  and 
created  wetlands  will  benefit  the  aquatic  system  and  are  more  likely  to 
succeed. 

Senator  JOHNSTON.  Beyond  just  enhancing  and  restoring  wetlands, 
are  there  circumstances  which  would  allow  for  the  creation  of  wetlands? 

Dr.  DICKEY  Yes.  Although  restoring  former  wetlands  is  the  favored 
method,  excavation  of  uplands  to  create  wetlands  can  be  an  acceptable 
form  of  compensatory  mitigation,  and  thus  acceptable  for  mitigation 
banks . 

MITIGATION 
SEQUENCING  PROCESS 

Senator  JOHNSTON.  Under  the  current  "sequencing"  process, 
mitigation  cannot  be  considered  early  in  the  permit  evaluation  process. 
It  would  seem  that  comprehensive  planning  for  a  given  area  would  be 
enhanced  by  considering  mitigation  earlier  --  similar  to  the  previous 
balancing  test  used  for  the  404  prograim. 

Why  isn't  mitigation  considered  earlier? 

Dr.  DICKEY.  Under  the  1990  Army/EPA  MOA  on  mitigation,  the 
sequential  approach  to  evaluating  permit  applications  is  applied.  In 
this  approach  you  avoid  impacts  first,  then  minimize,  and  last 
compensate  for  unavoidable  losses.  In  certain  circumstances  there  is 
flexibility  in  the  sequence.  These  circumstance  include  situations 
where  the  Corps  and  EPA  agree  that  the  wetlands  involved  are  low  value, 
where  the  project  would  enhance  the  quality  of  the  aquatic  environment 
and  where  there  is  a  special  area  management  plan  or  other  comprehensive 
watershed  plan  approved  by  the  Corps  and  EPA. 

Senator  JOHNSTON.  Are  there  situations  where  greater  flexibility 
in  the  "strict"  sequencing  process  would  be  beneficial? 

Dr.  DICKEY.  Yes,  with  projects  involving  very  minor  impacts  and  in 
areas  where  the  value  of  the  resource  is  low.  We  are  currently 
finalizing  guidance  that  ensures  that  our  field  offices  utilize  the 
existing  flexibility  to  apply  the  sequence  based  on  the  nature  of  the 
impacts  involved  and  the  value  of  the  resource. 

ROLE  OF  STATES 

Senator  JOHNSTON.  While  Section  404  of  the  Clean  Water  Act  was 
originally  envisioned  as  a  federal  program  implemented  ^'^^h  significant 
assistance  from  the  states,  almost  no  states  have  «°"9ht  to  become 
involved  with  this  program.  We  have  heard  that  the  ^^3«.°"  f°%^\^-\f„i^^J 
of  involvement  is  that  the  federal  government  is  too  rigid,  failing  to 
give  states  the  leeway  they  need  to  make  the  program  work. 
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Do  you  plan  to  seek  greater  role  for  states  in  the  404  progrcuti 
during  reauthorization  of  the  Clean  Water  Act? 

Dr.  DICKEY.  The  Corps  is  increasing  its  efforts  to  issue  State 
Program  Geperal  Permits  which  rely  on  state  and  local  programs  that 
protect  the  aquatic  environment  to  the  same  level  as  the  Corps  program. 
We  plan  to  issue  more  guidance  on  these  types  of  permits  in  the  future. 
They  provide  a  greater  role  in  state  regulation  of  wetlands  and  build  on 
what  a  state  does  best.  In  addition,  they  provide  the  state  considerable 
flexibility  in  designing  a  regulatory  program. 

Senator  JOHNSTON.  Do  you  believe  that,  as  wetland  regulation  is  in 
practice  a  land  management  program,  that  states 
have  an  appropriate  role  to  play? 

Dr.  DICKEY.  Yes.  There  are  both  land  management  issues  and  aquatic 
resource  issues  in  wetlands  regulation.  Therefore,  states  do  have  an 
appropriate  role.  State  and  local  governments  should  be  responsible  for 
land  management  issues  subject  to  acceptable  standards  and  regulation  by 
the  Federal  Government  to  ensure  that  interstate  acquatic  resource 
issues  are  covered.  Corps  regulations  rely  on  state  and  local 
governments  to  address  these  issues  in  33  CFR  320. 4j.  Furthermore,  the 
states  should  have  a  role  in  water  quality.  The  states  now  have  a  water 
quality  role  under  section  401  of  the  Clean  Water  Act.  Under  section 
404  state  assumption  provisions,  the  states  have  a  broader  role. 
However,  we  continue  to  believe  that  the  traditional  navigable  waters 
and  their  adjacent  wetlands  should  not  be  subject  to  state  assumption 
because  of  the  federal  government's  navigation  servitude  authority  and 
other  interests.  As  indicated  above.  State  Program  General  Permits 
provide  for  a  state  role  in  wetlands  regulation,  which  will  likely 
increase  in  the  future. 

404  PERMIT  PROGRAM 
GENERAL.  PERMITS 

Senator  JOHNSTON.  Under  the  current  permit  program,  a  large  number 
of  permit  applications  are  handled  under  general  permits,  either  for  a 
given  activity  or  a  specific  region. 

How  important  are  general  permits  to  enabling  the  Corps  to  issue 
permits  in  a  timely  manner? 

Senator  JOHNSTON.  Very  important.  The  use  of  general  permits  means 
we  can  approve  more  than  80  percent  of  the  activities  we  regulate  within 
60  days.  We  have  consistently  advocated  general  permit  use  by  our 
districts  to  reduce  delays  and  red  tape  for  the  public  where  activities 
would  involve  minimal  impact  on  the  acquatic  environment. 

Senator  JOHNSTON.  Do  you  believe  that  more  general  permits  should 
be  issued  for  activities  with  relatively  little  impact  on  wetlands? 

Dr.  DICKEY.  Yes.  General  permits  have  well  defined  conditions  to 
protect  the  environment,  and  at  the  same  time,  applicants  are  able  to 
proceed  with  their  projects  in  an  expedited  manner.  Our  method  of 
review  of  district's  performance  to  the  regulated  public  encourages 
greater  development  of  general  permits.  We  added  12  new  nationwide 
general  permits  to  our  nationwide  permit  prograun  in  early  1992. 

ONE  AGENCY  IMPLEMENATION 

Senator  JOHNSTON.  As  you  may  know,  during  Senate  consideration  of 
legislation  to  elevate  the  EPA  to  cabinet  level  status,  an  amendement 
was  offered  by  Senator  Kit  Bond  (R-MO)  which  would  have  placed  authority 
for  regulation  of  agricultural  wetlands  with  the  Department  of 
Agriculture's  Soil  Coservation  Service. 

Are  there  problems  with  dual  agency  implementation  of  the  program? 

Dr.  DICKEY.   Yes,  dual  implementation  would  cause  confusion 
in  the  administration  of  the  program.   In  addition,  there  would  be  a 
duplication  of  expertise  since  SCS  would  have  to  develop  its  own  staff 
expertise.   It  would  not  be  an  efficient  way  to  do  business. 
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Senator  JOHNSTON.  As  the  Corps  is  the  primary  agency  for  day-to-day 
implementation  of  the  progreim,  do  you  communicate  on  a  regular  basis 
with  the  EPA,  or  only  when  a  problem  arises? 

Dr.  DICKEY.  At  the  field  level  each  district  communicates  with  its 
EPA  counterpart  on  a  very  regular,  typically  daily,  basis.  This  is 
often  before  issues  are  involved  and  potential  issues  are  avoided  by  the 
solid  working  relationships  our  professional  field  staff  have 
established  with  EPA.  At  headquarters  we  also  communicate  with  BPA  on 
a  regular  basis.  The  simple  nature  of  headquarters  means  that  we  are 
typically  involved  in  resolution  of  issues  that  have  not  been  resolved 
at  the  field  level. 

DEPARTMENT  OF  AGRICULTURE 
IMPLEMENTATION  OF  SECTION  404 

Senator  JOHNSTON.  Do  you  feel  the  Department  of  Agriculture  would 
be  the  appropriate  agency  to  implement  404  on  farm  lands? 

Dr.  DICKEY.  No.  The  Army  opposes  fragmentation  of  the  Section  404 
program  among  various  Federal  agencies.  We  oppose  this  because 
inefficiencies  would  result  and  duplicative  expertise  would  have  to  be 
developed  in  SCS.  The  Corps  has  developed  a  multidisciplinary  staff  of 
nearly  1,100  regulatory  personnel  who  are  experts  at  their  work. 
Typically,  workload  in  any  district  vacillates  among  general  development 
and  agricultural  projects  and  the  Corps  is  able  to  use  its  personnel  to 
handle  any  application.  If  the  SCS  administered  the  program  on 
agricultural  land  they  would  have  to  frequently  move  personnel  among 
offices  or  workload  to  offices  unfamiliar  with  the  geographic  area  to 
balance  workload.  We  believe  that  such  fragmentation  would  simply 
result  in  additional  confusion  regarding  the  program.  Finally,  we 
believe  the  Corps  regulatory  progrcim  is  vital  to  ensuring  the 
maintenance  of  the  Nation's  aquatic  system  and  navigable  waterways. 
This  is  central  to  the  Corps  overall  mission  in  the  Civil  Works  arena. 

ONE  AGENCY  IMPLEMENTATION 
INCONSISTENCIES  AMONG  AGENCIES 

Senator  JOHNSTON.  For  individuals  or  organizations  seeking  permits 
under  the  404  Program,  real  or  perceived  inconsistency  between  various 
federal  agencies  can  be  very  frustrating.  As  you  know,  under  the  1992 
Memorandum  of  Agreement  between  the  Corps  and  the  EPA  a  permit  can  be 
elevated  whenever  resources  of  national  significance  are  involved.  For 
permit  applicants,  issues  raised  during  the  elevation  process  are  often 
new,  and  sometimes  in  opposition  to  earlier  decisions  made  by  the  Corps. 

How  soon  in  the  process  are  applicants  made  aware  of  concerns 
raised  by  agencies  other  than  the  Corps? 

Dr.  DICKEY.  This  varies  depending  on  whether  the  applicant 
requests  a  pre-application  meeting  or  just  submits  an  application  to  the 
Corps.  For  those  applicants  that  meet  with  the  Corps  and  other  federal 
agencies  prior  to  submitting  their  application,  the  federal  agencies 
concerns  are  generally  expressed  at  this  meeting.  When  a  complete 
application  is  received  without  a  pre-application  meeting,  a  public 
notice  is  issued  generally  for  a  30  calendar  day  comment  period. 
Comments  received  are  reviewed  by  the  Corps  and  are  generally  forwarded, 
within  15  calendar  days  from  the  end  of  the  comment  period,  to  the 
applicant  for  their  consideration  and  comment. 

Senator  JOHNSTON.  Is  there  any  way  to  make  the  process  more 
certain  for  permit  applicants? 

Dr.  DICKEY.  We  believe  that  two  guidance  documents  completed  last 
year  will  make  the  program  more  efficient  and  will  increasingly  help 
make  the  program  more  certain  for  applicants.  The  Regulatory  Guidance 
Letter  92-1  clarifies  that  the  Corps  is  the  decisionmaker  and  the 
revised  404q  MOAs  should  reduce  uncertainty  and  delay.  In  addition,  we 
encourage  applicants  to  contact  the  Corps  and  request  a  pre-application 
meeting  either  on  site  or  in  the  Corps  office  if  they  are  aware  the 
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project  will  impact  wetlands.  The  Corps  will  contact  the  other  agencies 
and  request  their  attendance.  If  an  applicant  is  unsure  of  the  extent 
of  wetlands  on  the  proposed  project  site,  we  encourage  the  applicant  to 
either  hire  a  qualified  consultant  certified  to  perform  the  wetland 
delineation  or  contact  the  Corps  and  request  a  jurisdictional 
determination. 

ONE  AGENCY  IMPLEMENTATION 
APPEAL  PROCESS 

Senator  JOHNSTON.  Should  applicants  be  entitled  to  some  type  of 
administrative  appeal  when  two  federal  agencies  have  differing  opinions? 

Dr.  DICKEY.  We  oppose  an  administrative  appeal  process.  We  have 
affirmed  our  policy  in  our  Regulatory  Guidance  Letter  92-1,  that  the 
Corps  makes  the  final  permit  decision.  When  there  are  different 
opinions,  the  Corps  resolves  the  differences  and  makes  the  decision, 
subject  to  the  404q  referral  process.  We  believe  that  the  availability 
of  an  appeal  process  would  result  in  an  excessive  number  of  such  appeals 
which  would  each  require  an  intensive  and  costly  labor  effort.  Overall 
we  believe  that  this  would  result  in  additional  delays  to  the  public. 

DELINEATION  MANUAL 

Senator  JOHNSTON.  Last  year  Congress  appropriated  $400,000  to  the 
EPA  for  a  National  Academy  of  Sciences  study  on  wetlands.  My 
understanding  is  that  this  study  will  examine  the  issue  of  delineating 
wetlands  and  the  issue  of  measuring  wetland  functions  and  values.  EPA 
Administrator  Carol  Browner  has  indicated  that  this  study  will  not  be 
completed  until  the  spring  of  1994.  While  the  NAS  study  is  being 
conducted,  both  the  Corps  and  the  EPA  are  using  the  1987  delineation 
manual.  Do  you  believe  that  the  use  of  the  '87  manual  has  helped  to 
calm  some  of  the  controversy  surrounding  the  404  permit  program? 

Dr.  DICKEY.  Yes.  The  Corps  has  been  using  the  1987  Corps  Manual 
since  August  17,  1991,  and  the  EPA  as  of  January  4,  1993.  The 
controversy  surrounding  wetlands  delineation  was  primarily  tied  to  the 
government's  use  of  the  1989  interagency  Manual,  and  the  proposed 
revisions  to  the  1989  Manual  published  August  17,  1991.  The  1989  Manual 
allowed  for  broad  assumptions  of  the  presence  of  all  three  criteria  -- 
hydrophytic  vegetation,  hydric  soils,  and  wetland  hydrology.  This  was 
based  on  confirmed  evidence  of  only  one  or  two  of  the  three  mandatory 
technical  criteria.  The  proposed  revisions  to  the  1989  Manual  required 
that  all  three  criteria  be  independently  verified  as  present  for  an  area 
to  be  delineated  as  a  wetland.  The  1987  Manual  requires  that  all  three 
parameters  exist  and  are  verified,  but  recognizes  that  they  do  not  exist 
independently  in  nature  and  approaches  delineation  from  a  holistic 
perspective.  The  1987  Manual  has  been  working  well  and  has  essentially 
eliminated  the  controversy  associated  with  the  1989  Manual. 

MITIGATION  BANKING  STUDIES 

Senator  JOHNSTON.  Is  the  Corps  currently  engaged  in  any 
additional  studies  on  the  wetlands  regulatory  program? 

Dr.  DICKEY.  The  Corps  is  working  on  a  mitigation  banking  study 
which  will  result  in  guidance  on  how  to  operate  and  manage  mitigation 
banks  more  effectively.  There  is  a  wetlands  research  program  for 
missions  under  the  Corps  Operations  and  Maintenance  prograim  which  will 
also  have  applicability  to  the  regulatory  prograim.  There  are  also  some 
small  scale  studies  of  local  wetlands  issues  by  our  district  offices. 

INTER-AGENCY  TASK  FORCE 

Senator  JOHNSTON.  President  Clinton  has  committed  to  establishing 
an  interagency  task  force  on  wetlands  which  would  seek  to  develop  a 
consensus  on  needed  reforms  to  the  current  regulatory  prograun  and 
propose  measures  for  inclusion  in  legislation  to  reauthorize  the  Clean 
Water  Act. 


177 


Has  this  process  started? 

Dr.  DICKEY.   Yes.  Several  meetings  have  occurred. 

Senator  JOHNSTON.  Who  is  in  charge  of  this  process? 

Dr.  DICKEY.  The  White  House  Office  of  Environmental  Policy  is 
chairing  the  task  force. 

Senator  JOHNSTON.  What  is  the  role  of  the  Army  Corps  in  this 
process? 

Dr.  DICKEY.  Mr.  Michael  Davis,  my  Assistant  for  Regulatory 
Affairs,  is  a  member  of  the  Working  Group. 

Senator  JOHNSTON.  What  is  the  Corps  role  in  relation  to  that  of  the 
EPA? 

Dr.  DICKEY.  The  Army  and  EPA  will  both  play  leadership  roles  on  the 
working  group. 

Senator  JOHNSTON.  Would  you  characterize  this  task  force  as  an 
internal  panel  comprised  of  only  White  House  and  other  government 
personnel,  or  will  outside  parties  also  have  an  opportunity  to 
contribute  to  the  deliberations  of  this  group? 

Dr.  DICKEY.  While  the  Wetlands  Working  Group  is  made  up  of  members 
of  the  executive  branch  only,  outside  parties  will  have  an  opportunity 
to  provide  views  to  the  Task  Force.  Specifically,  a  broad  range  of 
stakeholders,  including  the  Congress,  state  governments,  the 
environmental  community,  the  development  community  and  agricultural 
interests  will  be  asked  to  provide  input. 

INTER -AGENCY  TASK  FORCE 

Senator  JOHNSTON.  Can  you  provide  a  list  of  participating  officials 
and  staff  working  on  the  task  force? 

Dr.  DICKEY.  A  complete  list  of  the  main  participating  officials  is 
being  provided  to  you. 

Senator  JOHNSTON.  Will  meetings  of  the  task  force  be  open  to  the 
public? 

Dr.  DICKEY.  Meetings  of  the  actual  working  group  members  are 
limited  to  executive  branch  attendance.  Interest  groups  invited  to 
present  their  views  will  be  welcome  to  attend  all  other  interest  group 
meetings . 

Senator  JOHNSTON.  On  April  28,  along  with  6  of  my  colleagues 
from  states  in  the  Lower  Mississippi  Delta  region,  I  wrote  to  the 
President  to  strongly  recommend  that  he  establish  a  working  group 
of  all  "appropriate  members"  of  the  Cabinet  on  wetlands,  so  that 
the  Administration  could  develop  a  balanced  and  reasoned  set  of 
recommendations  on  this  issue  for  consideration  during  the  renewal 
of  the  Clean  Water  Act. 

Has  anyone  from  the  White  House  been  in  touch  with  you  about 
establishing  such  a  Task  Force,  or  with  anyone  in  the  Defense 
Department,  or  the  Department  of  the  Army? 

Dr.  DICKEY.  Yes.  The  task  force  has  been  established  and  is 
currently  meeting  twice  a  week. 

Senator  JOHNSTON.  Is  there  an  inter  agency  staff  group  working 
on  such  issues? 

Dr.  DICKEY.  The  task  force  is  addressing  the  various  issues 
of  wetlands  regulation  within  the  context  of  the  Clean  Water  Act 
re-authorization  in  the  near  future. 
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Senator  JOHNSTON.  Would  this  in  your  opinion  be  a  good  idea? 

Dr.  DICKEY.  Yes.  We  support  additional  review  and  evaluation 
of  the  program  in  the  context  of  the  Clean  Water  Act  re- 
authorization. 

Senator  JOHNSTON.  Do  you  believe  such  a  group  would  be  able 
to  address  the  many  anomalies  and  contradictions  in  the  current 
law? 

Dr.  DICKEY.    Obtaining  a  consensus  on  the  many  issues  of 
wetlands  regulation  will  always  be  difficult.   However,  this  task 
force,  which  is  chaired  by  the  White  House,  will  bring  together  the 
resource  departments  and  agencies  so  that  development  of  a 
unified  proposal  is  a  reasonable  goal. 

LOWER  MISSISSIPPI,  DELTA  DEVELOPMENT  COMMISSION 

SENATOR  JOHNSON.  Are  you  or  anyone,  in  the  Corps  of  Engineers, 
familiar  with  the  1990  report  of  the  Lower  Mississippi  Delta 
Development  Commission,  the  Delta  Initiatives? 

DR.  DICKEY.  Yes,  we  are  familiar  with  the  report  of  the  Lower 
Mississippi  Delta  Commission  and  have  read  portions  of  it  relating 
to  the  Corps  programs . 

PRIVATE  PROPERTY  REPORT 

Senator  JOHNSTON.  Last  year,  I  included  report  language  on  pages 
56  and  57  of  the  report  accompanying  the  FY  1993  Energy  and  Water 
Development  appropriations  bill  which  requested  the  Corps  to  submit  a 
report  by  March  1,  1993  on  a  number  of  issues  involved  in  the  404 
progr2un  and  its  impact  on  private  property. 

I  am  aware  that  my  staff  and  yours  met  on  several  occasions  to 
discuss  how  this  report  could  be  prepared.  As  I  understand,  after 
looking  at  these  questions  and  the  data  which  is  available,  the  Corps 
believed  it  simply  could  not  provide  a  meaningful  report  without 
spending  considerable  sums  of  money  to  hire  a  consultant.  At  that  time, 
we  requested  the  Corps  to  write  us  a  letter  outlining  the  deficiencies 
in  available  data  and  what  the  problems  were  in  complying  with  this 
request.  I  have  not  yet  received  such  a  letter.  What  is  the  status  of 
this  letter? 

Dr.  DICKEY.   We  are  reviewing  a  draft  report  developed  by  Dr. 
Leonard  Shabman,  an  economist  from  Virginia  Tech.  University  and  Mr.  Tom 
Ballentine  from  the  Corps  Institute  For  Water  Resources.    Upon 
conclusion  of  that  review,  we  will  forward  the  information  to 
to  the  committee. 

Senator  JOHNSTON.  What  are  the  specific  deficiencies  that  were 
identified  in  the  data? 

Dr.  DICKEY.  The  data  on  delineation  and  ownership  needed  to 
address  the  concerns  expressed  by  the  committee  simply  are  not  available 
on  a  national  scale.  The  data  available  is  in  inventories  based  on 
sampling  procedures  which  are  not  designed  for  determining  the  effects 
of  changes  in  wetlands  delineation  criteria  on  privately  owned  property. 

Senator  JOHNSTON.  Should  we  be  regulating  private  property  to  the 
extent  that  we  currently  are  if  such  basic  data  are  not  available? 

Dr.  DICKEY.  Yes.  While  it  is  reasonable  to  assume  that  regulating 
wetlands  may  affect  wetland  property  values  to  some  extent,  there  is  no 
way  to  separate  changes  in  value  due  to  regulation  from  changes  due  to 
other  general  economic  factors.  Furthermore,  we  believe  there  is  a 
clear  public  interest  in  the  wetlands  we  regulate  as  they  support  the 
nation's  aquatic  resource. 
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Senator  JOHNSTON.   What  would  be  required  to  develop  such  data? 

Dr.  DICKEY.  It  would  require  an  extraordinary  amount  of  research 
into  non- federal  records  concerning  private  property  holdings  on  a 
national  scale.  Because  the  data  availcible  is  not  in  a  useable  format, 
there  would  be  a  tremendous  amount  of  data  gathering  merely  to  assure 
that  any  property  value  changes  detected  were  due  to  jurisdictional 
calls  and  not  due  to  the  myriad  other  factors  which  affect  such  values. 
By  itself,  the  requirement  to  look  into  private  holdings  of  20  acres  or 
less  would  require  a  monumental  effort.  The  staff  time  and  cost  for  all 
the  investigations  required  to  prepare  the  report  is  very  difficult  to 
estimate,  however,  a  conservative  estimate  would  begin  at  two  million 
dollars  over  a  one  year  period.  Moreover,  if  such  a  survey  were  done, 
it  would  be  out  of  date  almost  upon  completion  and  of  very  limited  use 
in  permit  decisionmaking. 

WETLAND  DELINEATOR  CERTIFICATION  PROGRAM  (WDCP) 

Senator  JOHNSTON.  I  am  aware  that  in  two  or  three  districts  the 
Corps  has  undertaken  a  pilot  project  to  train  and  certify  private 
individuals  to  undertake  wetland  delineations,  to  try  to  eliminate  the 
backlog  and  long  delays  in  making  such  determinations.  On  what  basis 
were  the  districts  or  areas  participating  in  this  project  selected? 

Dr.  DICKEY.  All  Corps  districts  were  provided  the  opportunity  to 
volunteer  to  participate  in  the  demonstration  phase  of  the  WDCP.  Three 
of  the  six  districts  which  volunteered  were  selected  based  on  workload, 
manpower,  budget,  training  opportunities,  and  private  consultant 
availability  in  the  districts.  The  participating  districts,  Seattle, 
Baltimore,  and  Jacksonville,  are  certifying  individuals  for  their 
corresponding  states  of  Washington,  Maryland,  and  Florida. 

Senator  JOHNSTON.  Louisiana  has  as  many  wetlands  as  any  state  in 
the  nation.   Why  was  Louisiana  not  selected? 

Dr.  DICKEY.   The  New  Orleans  District  did  not  volunteer. 

Senator  JOHNSTON.  Will  Louisiana  be  included  in  any  expansion  of 
this  experiment? 

Dr.  DICKEY.  Yes.  The  demonstration  projects  will  continue  until 
March  of  1994,  at  which  time  the  Corps  anticipates  implementing  the  WDCP 
on  a  nationwide  basis,  including  Louisiana.  The  Corps  intends  to 
solicit  public  comment  on  the  WDCP  through  the  rulemaking  process  prior 
to  nationwide  implementation. 

WETLAND  DELINEATOR  CERTIFICATION  PROGRAM  (WDCP) 
SUCCESSES  TO  DATE 

Senator  JOHNSTON.   How  has  the  program  fared? 

Dr.  DICKEY.  At  least  3,000  individuals  have  requested  additional 
information  on  the  WDCP  demonstration  projects,  and  800  have  submitted 
applications  for  certification  to  one  of  the  districts  involved. 
Applicants  are  administered  a  written  test  and  a  field  practicum  based 
on  the  1987  Corps  Manual.  Successful  completion  of  both  tests  is 
required  for  certification  during  the  demonstration  projects.  Less  than 
100  individuals  have  been  certified  since  the  program  began  in  March. 

Senator  JOHNSTON.  Is  it  working? 

Dr.  DICKEY.  Reports  documenting  the  findings  of  the  demonstration 
projects  are  not  due  from  the  districts  involved  until  mid-June  and  late 
September,  1993.  However,  early  indications  show  that  individuals  with 
sufficient  training  and  experience  in  the  1987  Manual  are  able  to  pass 
the  required  tests  for  certification  relatively  easily.  Because 
training  has  been  waived  as  a  prerequisite  to  applying  to  the  Corps  to 
be  certified  during  the  demonstration  phase,  it  is  not  surprising  that 
many  are  having  difficulty.  Training  will  be  a  mandatory  prerequisite 
when  the  WDCP  is  implemented  nationwide. 
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Senator  JOHNSTON.  Do  you  plan  to  expand  it  in  FY  1994? 

Dr.  DICKEY.   Yes.   Nationwide  implementation  is  scheduled  to  begin 
in  March  of  1994. 

SOIL  CONSERVATION  SERVICE  WETLAND  DETERMINATIONS 

Senator  JOHNSTON.  Aa  I  understand  it,  under  the  1990  Farm 
bill  the  Soil  Conservation  Service  is  the  final  arbitrator  of  what 
lands  are  considered  wetlands  for  purposes  of  enforcing  or 
implementing  swamp-buster  provision  of  the  Farm  Bill.  Yet  the  same 
parcels  of  land  are  subject  to  Corps  delineations  with  respect  to 
the  404  program.  Are  there  any  instances  in  which  SCS  has 
determined  land  is  not  a  wetland  for  the  purposes  of  swamp-buster, 
but  the  Corps  has  determined  later  or  at  another  time  that  it  is 
for  the  purpose  of  404? 

Dr.  DICKEY.  While  the  potential  for  this  scenario  to  occur 
exists  because  of  some  differences  in  the  programs;  we  believe  that 
it  does  not  occur  often.  For  exaimple,  SCS  may  determine  an  area  to 
be  prior  converted  wetland  for  purposes  of  Swampbuster;  however, 
after  the  land  has  been  abandoned  for  five  years,  it  potentially 
could  be  determined  to  be  wetland  under  404. 

Senator  JOHNSTON.  Does  the  Corps  accept  as  final  SCS 
determinations  when  those  have  already  been  made? 

Dr.  DICKEY.  Yes,  generally.  We  are  currently  working  with 
SCS  to  develop  standard  methods  for  conducting  wetland  delineations 
on  agricultural  lands. 

Senator  JOHNSTON.  Why  shouldn't  SCS  determinations  be 
considered  final,  particularly  in  cases  when  the  SCS  has  taken  soil 
samples  and  determined  that  land  is  not  a  wetland? 

Dr.  DICKEY.  Many  SCS  wetland  determinations  are  made  from 
aerial  photographs,  and  may  lack  the  site  specific  details  needed 
to  make  404  determinations.  SCS  maps  hydric  soils  over  large 
tracts  of  land,  with  field  verification  through  soil  Seimples. 
Wetland  delineations  for  404  purposes  necessitate  site-specific 
information  on  the  soils,  vegetation,  and  hydrology.  SCS 
determinations  are  considered  final  when  possible. 

Senator  JOHNSTON.  Does  the  Corps  take  soil  samples  or  just 
make  judgements  based  on  maps? 

Dr.  DICKEY.  Since  maps  generally  do  not  provide  the  level  of 
detail  needed  to  delineate  the  actual  wetland  boundarys,  the  Corps 
utilizes  on-site  and  off-site  assessment  procedures.  While  the 
Corps  typically  makes  use  of  existing  information,  including  SCS 
soil  maps,  it  evaluates  all  three  parameters. 
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QUESTIONS  SUBMITTED  BY  SENATOR  BYRD 

IMPLEMENTING  EXECUTIVE  ORDER  NO.  12839 

SENATOR  BYRD.   You  have  indicated  that  the  revised  workforce 
reduction  for  FY  1993  for  the  Ohio  River  Division  is  29  FTEs . 
What  effect  will  raising  the  ceiling  for  FY  1993  as  a  result  of 
your  appeal  to  0MB  have  on  workforce  reductions  required  in  FY 
1994  and  FY  1995?   If  you  postpone  reductions  if  FY  1993  won't 
this  increase  the  number  of  FTEs  that  must  be  reduced  in  FY  1994 
and  FY  1995? 

General  WILLIAMS.   Executive  Order  12839  was  issued  on 
February  10,  1993.   The  OMB  Bulletin  No.  93-08  which  implemented 
the  Executive  Order  was  issued  on  March  4,  1993,  over  5  months 
into  the  fiscal  year.   We  distributed  the  FY  1993  portion  of  the 
workforce  reductions  to  all  Corps  offices  on  March  11,  1993. 
Unfortunately,  because  the  reductions  were  distributed  with  almost 
one-half  of  the  fiscal  year  gone,  offices  had  to  eliminate  two 
positions  to  achieve  each  one  workyear  (FTE)  reduction.   Because 
most  of  our  District  offices  were  fully  utilizing  their  FTE 
allocations  to  that  point,  and  because  many  Districts  hire  a  large 
number  of  summer  employees  for  2-4  months  during  the  summer  to 
manage  summer  visitation  and  other  seasonal  project  activities, 
these  Districts  advised  us  that  they  would  have  to  severely 
curtail  their  summer  hire  programs  to  meet  the  FY  1993  reductions. 
In  such  cases,  the  Districts  were  eliminating  3-4  summer  positions 
for  each  workyear  to  be  saved.   In  addition,  two  Districts  advised 
they  would  have  to  conduct  reduction-in-f orce  (RIF)  actions  to 
meet  the  new  targets. 

We  were  concerned  that  this  outcome  was  inconsistent  with 
Administration  summer  employment  objectives;  that  the  proposed  RIF 
actions  were  inconsistent  with  other  policy  in  Executive  Order  No. 
12839  which  stated  that  the  reductions  were  to  be  achieved  through 
attrition  and  early  out  procedures;  and  that  failure  to  staff  our 
project  sites  during  peak  visitation  periods  could  create 
unacceptable  health  and  safety  conditions.   We  appealed  to  OMB  on 
this  basis.   During  our  appeal,  however,  we  asked  for  the 
adjustment  only  for  the  purpose  of  hiring  temporary  summer 
employees,  not  permanent  employees.   In  fact,  we  estimated  that 
the  restoration  of  the  232  FTE  would  eliminate  the  impact  on  1,809 
seasonal  and  summer  employees.   We  advised  OMB  that  we  would  use 
the  restored  FTE  only  for  temporary  and  seasonal  positions  and 
that  a  FY  1993  ceiling  adjustment  would  not  impact  our  ability  or 
plans  to  meet  our  FY  1994  and  FY  1995  targets.   Upon  receiving  the 
ceiling  adjustment,  we  limited  its  use  to  temporary  and  seasonal 
hires  only  when  we  distributed  it  to  field  offices,  .   Since  that 
time,  we  have  accelerated  our  process  for  distributing  FY  1994  FTE 
allocations  and  FY  1995  planning  estimates  to  our  field  offices  to 
insure  that  they  have  adequate  time  to  implement  the  reductions  in 
permanent  staff  that  will  be  necessary  to  meet  those  targets. 

WEST  VIRGINIA  PROJECTS 

Senator  BYRD:  Your  FY  1994  budget  request  includes  $1,000,000 
to  continue  installation  of  the  flood  warning  system  and 
construction  the  flood  wall  at  Petersburg,  West  Virginia.  When 
will  the  Project  Cooperation  Agreement  be  signed  and  when  is  this 
project  scheduled  for  completion? 

General  WILLIAMS:  The  Project  Cooperation  Agreement  is 
presently  scheduled  to  be  executed  in  July,  1993.  Construction 
should  be  complete  in  January,  1997. 

Senator  BYRD:  Your  FY  1994  budget  request  includes  $500,000 
to  initiate  construction  of  the  f loodwall  at  Mooref ield.  West 
Virginia.  What  is  the  status  of  this  project,  and  when  is  it 
likely  to  be  completed? 


182 


General  WILLIAMS:  Preconstruction  engineering  and  design  of 
the  Moorefield  local  protection  project  will  be  completed  this 
year.  Construction  is  scheduled  to  begin  in  March,  1994,  with  the 
execution  of  the  Project  Cooperation  Agreement  by  the  Town  of 
Moorefield  and  the  Department  of  the  Army.  Construction  is 
expected  to  be  complete  by  April,  1997. 

LEVISA  AND  TUG  FORKS  OF  THE  BIG  SANDY  RIVER  AND 
UPPER  CUMBERLAND  RIVER,  WEST  VIRGINIA,  VIRGINIA,  AND  KENTUCKY 

HATFIELD  BOTTOM  ELEMENT 

Senator  BYRD.  I  understand  that  as  originally  prepared,  your 
Fiscal  Year  1994  budget  request  included  $3,300,000  to  continue  non- 
structural flood  protection  work  at  Hatfield  Bottom.  I  note  that  the 
request  now  before  us  does  not  include  funding  for  Hatfield  Bottom.  Why 
was  the  funding  originally  proposed  in  your  Fiscal  Year  1994  request  for 
Hatfield  Bottom  removed? 

General  WILLIAMS.  We  inadvertently  included  funding  for  the 
Hatfield  Bottom  element  in  the  original  justification  sheets  for  the 
Levisa  and  Tug  Forks  of  the  Big  Sandy  River  and  Upper  Cumberland  River 
project  as  initially  requested  by  the  Ohio  River  Division.  However,  we 
did  not  intend  to  include  this  element  in  the  Fiscal  Year  1994  budget 
because  the  work  is  not  economically  justified  and  was  exempted  from 
normally  applicable  cost  sharing.  As  soon  as  we  became  aware  of  our 
mistake,  we  revised  the  justification  sheets  to  exclude  funding  for  the 
Hatfield  Bottom  element  and  distributed  revised  justification  sheets  to 
all  who  had  received  the  original  version. 

LEVISA  AND  TUG  FORKS  OF  THE  BIG  SANDY  RIVER  AND 
UPPER  CUMBERLAND  RIVER,  WEST  VIRGINIA,  VIRGINIA,  AND  KENTUCKY 

Senator  BYRD.  I  have  struggled  through  both  the  Reagan  and  Bush 
Administrations  to  persuade  Congress  to  authorize  and  direct  the  Corps 
to  undertake  the  necessary  flood  damage  reduction  measures  in  the  coal 
mining  regions  of  the  Tug  and  Levisa  Forks  of  the  Big  Sandy  and  the 
Upper  Cumberland  basins.  Year  after  year  this  Subcommittee  has  had  to 
direct  the  previous  Administrations  to  comply  with  the  intent  of 
Congress  in  order  to  ensure  these  projects  would  be  continued.  Will  I 
be  confronted  with  the  same  task  with  this  Administration? 

General  WILLIAMS.  The  Fiscal  Year  1994  budget  only  includes  funds 
to  prepare  specific  project  reports  and  to  construct  elements  that  were 
underway  prior  to  April  30,  1986.  Other  elements  are  not  included  in 
the  Fiscal  Year  1994  budget  because  the  work  is  not  economically 
justified  and  is,  therefore,  not  in  accordance  with  Civil  Works 
budgetary  priorities  and  policies.  I  cannot  commit  the  Administration 
to  any  specific  future  action  concerning  the  Levisa  and  Tug  Forks  of  the 
Big  Sandy  River  and  Upper  Cumberland  River  project. 

STONEWALL  JACKSON  LAKE,  WEST  VIRGINIA 

Senator  BYRD.  I  added  language  to  the  Fiscal  Year  1992  Energy  and 
Water  Development  Appropriations  Bill  which  directed  that  the  April  1977 
contract  for  recreation  development  at  Stonewall  Jackson  Lake  be  amended 
to  include  elements  as  proposed  by  the  State  of  West  Virginia  on  March 
28,  1990,  excluding  a  golf  course.  I  understand  that  in  a  letter  dated 
February  18,  1993,  the  State  proposed  a  specific  amendment  to  the  April 
1977  contract  for  recreational  development  at  Stonewall  Jackson  Lake. 
What  is  the  status  of  the  Corps  review  of  the  State's  proposal  and  when 
will  it  be  approved? 
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General  WILLIAMS.  The  draft  amendment  provided  by  the  State  in 
February  1993  is  currently  under  review  at  Corps  headquarters  and  at  the 
Office  of  the  Assistant  Secretary  of  the  Army  (Civil  Works) .  We  expect 
to  have  a  coordinated  Army  position  on  the  state's  proposal  by  the  end 
of  June  1993.  We  anticipate  resolution  of  this  issue  by  the  end  of 
July . 

WINFIELD  LOCKS  AND  DAM  REPLACEMENT,  WEST  VIRGINIA 

Senator  BYRD.  What  is  the  status  of  the  hazardous  waste  clean-up 
at  the  Winfield  Locks  and  Dam  site? 

General  WILLIAMS.  Our  clean-up  of  hazardous  waste  is  planned  to  be 
done  in  two  stages,  removal  and  remediation.  Contracts  to  build 
temporary  storage  buildings  and  to  decontaminate  and  demolish  the 
existing  buildings  on  the  former  American  Car  and  Foundry  property  are 
scheduled  for  early  fall  1993.  The  contract  to  excavate  and  store  the 
contaminated  material  is  scheduled  for  late  fall  1994.  After  soils  are 
placed  in  storage  and  the  threat  to  public  health  and  the  environment  is 
minimized,  the  Corps  will  conduct  another  risk  assessment  and  a 
Feasibility  Study  to  determine  the  best  method  for  ultimate  disposal. 
A  major  objective  has  been  and  will  continue  to  be  full  and  open 
communication  with  the  affected  community  so  that  the  risks,  and  steps 
taken  to  minimize  these  risks,  can  be  fully  understood. 

Senator  BYRD.  What  role  has  West  Virginia  University  and  the 
Department  of  Energy  been  playing  in  this  effort? 

General  WILLIAMS.  Representatives  from  West  Virginia  University 
have  been  attending  the  regular  Winfield  Locks  and  Dam  Umbrella  group 
meetings  in  Eleanor,  West  Virginia,  and  reviewing  various  Corps 
documents  such  as  the  plans  and  specifications  for  the  temporary  storage 
buildings,  plans  and  specifications  for  decontamination  and  demolition 
of  the  American  Car  and  Foundry  building,  and  the  draft  decontamination 
and  demolition  risk  evaluation.  Representatives  from  West  Virginia 
University  attended  the  Corps  sponsored  symposium  in  February  1993  on 
the  courses  of  actions  to  be  taken  during  the  Winfield  cleanup,  and  have 
also  attended  a  partnering  session  on  18  May  1993. 
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QUESTIONS  SUBMITTED  BY  SENATOR  SASSER 

REORGANIZATION 

SENATOR  SASSER.   The  Corps  reorganization  plan,  which  is 
officially  on  hold  as  a  result  of  legislative  and  executive  branch 
directives,  appears  to  be  going  forward  nevertheless.   For 
example,  a  Corps  memorandum,  dated  April  12,  1993,  signed  by 
Lieutenant  General  Arthur  Williams,  states  that  personnel  in  the 
Washington  headquarters,  ".  .  .  will  continue  to  work  with 
Headquarters,  Department  of  Army  (HQDA)  and  the  Office  of  the 
Secretary  of  Defense  (OSD)  in  pursuing  those  consolidation  plans 
which  are  already  underway  with  human  resources,  information 
management  an  resource  management." 

These  efforts  appear  to  directly  contradict  a  letter  I 
received  in  March  of  this  year  from  Acting  Assistant  Secretary  of 
the  Army  (Civil  Works),  G.  Edward  Dickey.   In  his  letter,  Mr. 
Dickey  stated,  "...  Secretary  Aspin  is  reviewing  the  Corps 
reorganization  plan  announced  last  November  to  assess  whether  that 
plan  meets  the  Administration's  objectives  ...  in  the  interim, 
the  current  reorganization  plan  is  on  hold."   It  would  seem  that 
some  in  the  Corps  are  intent  on  pursuing  a  reorganization  plan 
that  maintains  the  inefficient  and  top-heavy  organizational 
structure  at  the  expense  of  individual  districts  and  American 
taxpayers . 

I  agree  that  the  Corps  is  in  need  of  reorganization. 
However,  I  believe  it  should  begin  at  the  Washington  headquarters. 
Unfortunately,  the  current  reorganization  plan  bears  striking 
similarities  to  a  consolidation  proposal  that  surfaced  two  years 
ago  and  was  criticized  by  virtually  all  District  commanders  and 
senior  level  District   managers  as  being  costly,  ineffective  and 
detrimental  to  the  needs  of  the  public.   I  am  very  concerned  that 
if  the  current  reorganization  goes  forward  it  will  have  a 
detrimental  impact  on  District  offices  which  could  seriously 
impair  their  ability  to  provide  public  services. 

Could  you  tell  the  Committee  today  what  is  the  status  of  the 
Corps  Reorganization?   When  can  we  expect  to  hear  from  the 
Secretary  of  Defense  about  his  position  on  the  Reorganization 
Plan? 

General  WILLIAMS.   The  Corps  reorganization  plan  is  currently 
on  hold  pending  review  by  the  Office  of  the  Secretary  of  Defense. 
No  implementation  will  take  place  until  approved  by  OSD.   On  March 
15,  1993,  in  his  latest  public  statement  on  the  matter.  Secretary 
Aspin  responded  to  a  question  from  a  member  of  the  Base  Closure 
Commission  on  Corps  reorganization.   At  that  time,  he  recognized 
the  need  for  realignment,  but  noted  a  concern  with  the  process 
that  the  Corps  followed  in  developing  the  current  plan.   The  Corps 
is  taking  no  action  on  the  plan  while  it  is  under  review  at  OSD. 

SENATOR  SASSER.   I  would  also  like  an  explanation  of  the 
reason  for  concentrating  the  personnel  reductions  on  the  civilian 
side  of  the  Corps  rather  than  the  military  side. 

General  WILLIAMS.   Approximately  80%  of  Corps  personnel  are 
funded  by  civil  appropriations  and  about  20%  are  funded  by 
military  appropriations.   The  reductions  proposed  in  the 
reorganization  plan  affected  our  personnel  in  approximately  the 
same  proportions. 
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KENTUCKY,  LOCK  ADDITION 

Senator  SASSER.  I  am  also  very  interested  in  the  Kentucky  Lock  and 
Dam  project  on  the  Tennessee  River.  An  additional  lock  is  badly  needed 
there  because  the  existing  110  feet  by  600  feet  lock  is  much  too  small 
to  accommodate  the  increasing  tonnage  at  this  point  of  the  navigation 
system.  As  a  result,  traffic  on  the  river  is  being  delayed  for  an 
average  of  five  hours.  In  addition,  the  Kentucky  Lock  provides  the  only 
economical  waterway  access  from  the  Mississippi,  Illinois,  Missouri  and 
Ohio  Rivers  to  the  Tennessee  River  Valley  --  so  the  whole  valley  is 
affected  by  the  inadequacy  of  the  lock.  Because  of  this  pressing  need, 
the  cost-benefit  ratio  for  this  project  is  excellent. 

I  am  concerned  about  delays  in  getting  this  project  underway.  The 
Committee  has  previously  provided  some  preliminary  engineering  and 
design  funding  for  this  project.  Assuming  Congress  approves  the 
Kentucky  Lock  addition  in  the  next  Corps  authorization  bill,  what  is 
needed  in  terms  of  preliminary  engineering  and  design  work  in  the 
interim,  and  what  will  it  cost? 

General  WILLIAMS.  The  total  cost  estimate  for  preconstruction 
engineering  and  design  for  the  Kentucky  Lock  Addition  is  $5,311,000. 
The  Fiscal  Year  1993  Appropriation  Bill  contained  $500,000  for 
preconstruction  engineering  and  design  on  the  lock  addition.  These 
funds  are  being  used  to  perform  economic  and  lock  reliability  analyses. 
However,  the  Assistant  Secretary  of  the  Army  (Civil  Works)  has 
identified  economic  and  policy  concerns  with  the  project  and  has 
concluded  that  the  project  has  low  priority  and  should  not  be  authorized 
at  this  time.  Nevertheless,  in  Fiscal  Year  1994,  $2,000,000  could  be 
used  to  continue  preconstruction,  engineering  and  design  activities 
including  foundation  investigations  and  model  studies  if  funds  and 
directive  language  were  provided  in  Act  language  for  such  purpose. 

HENDERSONVILLE/DRAKBS  CREEK  PARK  DREDGING,  TENNESSEE 

Senator  SASSER.  In  the  Fiscal  Year  1993  Bill,  the  Committee 
directed  the  Corps  to  utilize  monies  for  remedial  measures  to  protect 
Drakes  Creek,  which  is  part  of  Old  Hickory  Lake  in  Hendersonville, 
Tennessee.  The  silt  buildup  in  that  area  interferes  with  boating  and 
threatens  the  environmental  integrity  of  the  lake. 

I  want  to  thank  the  Corps  for  its  cooperation  with  the  city  of 
Hendersonville  thus  far,  and  I  want  to  urge  you  to  continue  to  assist 
local  authorities  on  this  difficult  problem. 

General  WILLIAMS.  We  have  met  with  the  City  of  Hendersonville  to 
discuss  options  of  remedial  actions  to  restore  the  usefulness  of  the 
park  and  to  eliminate  the  unsavory  conditions  caused  by  the  excessive 
sedimentation  of  Drakes  Creek  embayment.  We  are  currently  working  on  a 
plan  of  study.  The  reconnassiance  report  is  scheduled  for  completion  in 
January  1994. 
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ARIZONA  FLOODS 

Question.   Please  provide  for  the  Committee  the  activities 
undertaken  by  the  Corps'  during  Arizona's  recent  flood  crisis. 

Answer.   The  Corps,  through  the  Los  Angeles  District,  was 
involved  in  numerous  flood  related  activities  in  Arizona  in 
January-March  1993.   Most  notable  was  the  operation  of  Painted 
Rock  Dam,  which  was  regulated  to  delay,  and  then  minimize, 
flooding  in  the  Lower  Gila  Valley.   We  entered  several  PL  84-99 
flood  fight  operations,  including  those  at  Winslow,  Punkin 
Center,  Tucson,  Safford  and  Roll  and  provided  technical 
assistance  and  advice  to  scores  of  other  communities  and  tribes 
around  the  entire  state.   With  the  Disaster  Declaration  by  the 
President,  we  assisted  FEMA  in  levee  construction  to  protect 
Well ton -Mohawk  Pumping  Station,  and  to  protect  and  reopen  a  dozen 
roads  and  bridges  between  Yuma  and  Painted  Rock.   We  also 
conducted  aerial  reconnaissance  and  photography  for  FEMA  for 
historical  documentation. 

Question.   What  is  the  Corps'  involvement  in  the  flood 
disaster  in  Arizona  now  that  the  immediate  flood  crisis  is  over? 

Answer.   The  Corps  is  currently  concentrating  on  lowering 
the  reservoir  and  making  any  needed  repairs  to  Painted  Rock  Dam 
so  that  the  project  will  be  in  good  condition  prior  to  next  flood 
season.   Releases  from  the  deim  are  being  carefully  coordinated  so 
as  to  provide  minimum  possible  interference  with  repair  work 
being  performed  downstrecim.   Technical  advice  is  being  provided 
when  requested,  and  post  flood  surveys  are  being  conducted.   The 
Corps  is  also  working  with  interested  parties  for  repairs 
requiring  permits  under  Section  404  of  the  Clean  Water  Act. 

Question.   Does  the  Corps  have  the  authority  to  repair  flood 
control  structures  damaged  in  the  flood  disaster? 

Answer.   The  Corps  has  authority  to  repair  its  flood  control 
structures  under  the  Operations  and  Maintenance  program.   Under 
PL  84-99,  the  Corps  can  also  repair  non- Federal  flood  control 
structures  damaged  in  flood  events.   There  are  certain 
eligibility  criteria  which  the  Corps  must  apply  to  be  in 
conformance  with  the  Public  Law.   Generally,  repair  of 
non- Federal  structures  meeting  the  criteria  must  be  cost  shared 
80  percent  Federal,  20  percent  non- Federal. 

Question.   Are  additional  funds  necessary?   If  so,  how  much? 

Answer.   Operation  and  Maintenance  funds  to  repair  the 
damages  to  the  Painted  Rock  Dam  will  need  to  be  reprogrammed  from 
other  projects.   Spillway  repairs  alone  will  require  about  $2.5 
million  and  the  cost  of  other  potential  repairs  is  being 
evaluated.   At  this  time  no  additional  funds  are  necessary  under 
PL  84-99. 

Question.   Many  smaller  communities  in  Arizona  experienced 
heavy  flooding  causing  severe  damages.   Many  of  these  communities 
are  not  receiving  the  attention  of  other,  more  high  profile  areas 
damaged  by  the  flooding.   I  know  the  Corps  has  received  a  great 
deal  of  requests  for  assistance  from  these  communities.   What  can 
the  Corps  do  to  respond  to  the  requests,  repair  existing  flood 
control  structures  or  to  take  measures  to  prevent  future  flooding 
of  this  magnitude  in  these  communities? 
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Answer.   The  Corps  responded  to  all  emergency  requests 
during  the  flood  events  in  January  and  February.   Technical 
Assistance  was  provided  as  well  as  flood  fight  assistance  in 
several  communities.   Corps  representatives  discussed  with  state 
and  local  authorities  opportunities  for  investigating  flooding 
problems  under  the  General  Investigations  and  Continuing 
Authorities  Progreun.   Five  formal  requests  have  been  received  but 
up  to  20  requests  under  the  Continuing  Authorities  Program  are 
anticipated. 

Question.   I  know  the  Corps  has  the  ability  to  address  some 
of  these  problems,  especially  in  small  communities,  through  its 
Continuing  Authorities  Program.   Can  the  Corps  find  funds  to 
enable  them  to  investigate  all  the  potential  flood  sites  in 
Fiscal  Year  1993?   What  additional  funds  would  be  necessary  to 
evaluate  all  the  potential  flood  sites  in  this  Fiscal  Year? 

Answer.  Funds  to  conduct  five  studies  have  been  programmed 
under  the  Continuing  Authorities  Prograun  and  we  will  continue  to 
evaluate  the  need  for  additional  funds  as  the  requests  come  in. 

Question.   Does  the  Corps  have  the  capability  to  undertake  a 
comprehensive  reconnaissance  study  to  identify,  prioritize  and 
recommend  appropriate  actions  in  these  areas?   How  much  would 
this  activity  cost  and  what  would  the  timeframe  be  for  such  a 
comprehensiye  study? 

Answer.   The  Corps  has  no  authority  to  conduct  a 
comprehensive  reconnaissance  study  in  these  areas.   If  authorized 
under  the  General  Investigations  progrsim,  such  a  study  would  cost 
about  $350,000  and  would  be  completed  in  about  one  year. 

RILLITO  RIVER  FLOOD  CONTROL  PROJECT 

Question.   Pima  County,  Arizona  was  part  of  the  disaster 
declaration  declared  in  January.   The  area  was  hard  hit  by 
several  severe  rainstorms  causing  significant  bank  failure  along 
the  Rillito  River,  stranding  thousands  of  homeowners,  costing 
millions  of  dollars  in  damages  and  leaving  the  area  vulnerable  to 
further  daunage  from  another  flood  event.   Timely  construction  of 
this  project  is  absolutely  necessary  to  ensure  that  the 
vulnerable  areas  are  protected  from  future  flood  events. 

Due  to  the  critical  nature  of  this  project,  what  is  the 
Corps'  capability  for  initiating  construction  on  the  Rillito 
River  Flood  Control  Project  in  FY  94? 

Answer.   The  Corps  does  not  have  an  approved  capability  to 
initiate  construction  on  this  project  in  FY  1994.   We  need  about 
$950,000   to  complete  the  redesign  of  the  project  necessitated  by 
the  severe  rainstorms  and  resultant  erosion.   First  year 
construction  requirements  would  be  about  $2.45  million  in 
addition  to  the  redesign  costs. 

Question.   I  understand  that  the  Design  Memorandum  for  the 
Rillito  River  project  is  anticipated  in  Washington  soon  for  final 
review.   When  is  the  Design  Memorandum  expected  in  Washington  and 
when  will  the  Project  Cooperation  Agreement  (PCA)  be  forwarded  to 
Corps  Headquarters  for  final  review  and  execution? 

Answer.   The  current  Design  Memorandum  was  completed  in 
early  May  1993  and  is  currently  under  review  by  South  Pacific 
Division  staff.   Submission  to  Corps  Headquarters  is  scheduled  in 
June  1993.   The  PCA  cannot  be  executed  until  the  project  is 
funded  for . construction . 
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Question.   The  recent  flooding  caused  extensive  bank  failure 
and  erosion  on  the  Rillito  making  redesign  of  the  project  a 
necessity.   Does  the  Corps  have  the  capability  to  redesign  this 
project  within  FY  93  funds?   If  not,  how  much  additional  funding 
will  be  necessary  to  redesign  the  project? 

Answer.   No,  the  Corps  does  not  have  sufficient  funds  in  FY 
1993  for  the  $1.2  million  redesign  effort.   We  reprogrammed 
$250,000  from  other  projects  for  this  effort  in  FY  1993,  but 
$950,000  will  be  needed  to  complete  the  redesign  after  FY  1993. 

Question.   How  long  will  redesign  of  the  project  take? 

Answer.   The  redesign  of  the  project  will  take  approximately 
eight  months . 

Question.   Can  the  redesign  be  performed  as  construction  is 
initiated  or  must  the  redesign  work  be  performed  separately? 

Answer.   The  redesign  effort  must  be  completed  prior  to 
initiation  of  construction. 

HOLBROOK  FLOOD  CONTROL  PROJECT 

Question.   Money  was  included  in  the  FY  93  budget  to 
initiate  construction  of  the  Holbrook  Flood  Control  Project  which 
was  scheduled  to  begin  construction  this  spring.   After  this 
initial  construction  schedule,  however,  it  was  discovered  that 
the  area  needed  to  be  tested  for  toxins.   I  understand  that  these 
tests  are  now  complete  and  have  come  back  negative  and  the 
General  Design  Memorandum  (GDM)  and  the  Local  Cooperation 
Agreement  (LCA)  must  be  agreed  to  and  signed  before  real  estate 
acquisition  can  begin  and  construction  initiated.   I  also 
understand  that  both  of  these  documents  appear  to  be 
straightforward  and  non- controversial  but  must  still  be  cleared 
by  Corps'  Headquarters  in  Washington.   As  far  as  I  have  been  able 
to  tell,  the  documents  are  ready  to  be  sent  to  Washington  for 
review  but  have  not  been  forwarded  from  the  San  Francisco 
Division.   This  project  has  already  experienced  unexpected  delays 
due  to  the  necessity  to  test  for  toxins.   It  is  a  critical 
project  to  the  community  of  Holbrook. 

Are  the  GDM  and  LCA  prepared  for  final  review  by 
Headquarters?   If  so,  when  is  it  expected  that  these  documents 
will  be  forwarded  to  Washington? 

Answer.   The  GDM  and  the  LCA  both  have  been  completed  and 
were  forwarded  to  Headquarters  for  final  review  in  May  1993. 

Question.   What  is  the  schedule  for  proceeding  with  the 
construction  of  the  Holbrook  project? 

Answer.   The  first  construction  activity,  real  estate 
acquisition,  will  take  approximately  14  months  after  the  LCA  is 
signed  this  summer.   The  first  construction  contract  will  be 
awarded  in  the  spring  of  1995. 

CLIFTON  FLOOD  CONTROL  PROJECT 

Question.   In  the  Corps  of  Engineers  Budget  for  FY  94,  $3.7 
million  has  been  requested  for  construction  of  the  Clifton  Flood 
Control  Project.   What  is  the  status  of  the  Clifton  Flood  Control 
Project? 

Answer.   The  Project  Cooperation  Agreement  is  scheduled  for 
execution  in  June  1993.   Real  estate  acquisition  will  begin  in 
July,  and  levee  construction  is  scheduled  for  award  in  June  1994. 
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Question.   I  understand  that  delays  have  arisen  with  this 
project.   What  are  the  delays  and  when  do  you  expect  the  project 
to  proceed? 

Answer.   Delays  in  the  project  schedule  resulted  from 
changes  to  the  survey  report  plan  necessary  to  reflect  changed 
local  conditions  and  new  development.   These  changes  have  now 
been  approved,  and  the  project  is  proceeding. 

GILLESPIE  DAM  TO  YUMA 

Question.   As  you  know,  the  recent  flood  event  in  Arizona 
had  impacts  statewide.   The  area  below  Gillespie  Dam,  including 
Painted  Rock  Dam  and  the  areas  above  and  below  it,  were  subject 
not  only  to  high  levels  of  rainfall  but  also  to  the  drainage  from 
the  Gila  River  system  from  other  parts  of  the  state.   I  commend 
the  Corps  of  Engineers  for  its  response  to  the  flood  emergencies 
resulting  from  this  situation.   The  problems  experienced  during 
this  flood  event  with  the  volumes  of  water  entering  the  system 
indicate  that  it  is  critical  to  find  a  solution  to  prevent  a 
repeat  of  the  damage  and  crop  loss  that  occurred  by  water  flowing 
uncontrollably  over  Painted  Rock  Daun. 

Would  you  tell  the  Committee  the  possible  scope  of  a  study 
addressing  the  flood  control  needs  below  Gillespie  Dam  to  Yuma? 
Would  this  include  possible  solutions  to  the  flooding 
difficulties  experienced  by  Yuma,  the  Wei It on -Mohawk  Irrigation 
District  and  other  communities  above  and  below  Painted  Rock  Dam 
during  this  winter's  massive  flooding? 

Answer.   The  study  area  would  consist  of  164  miles  of  the 
Gila  River,  from  Gillespie  Dcim  to  Yuma,  Arizona,  where  it  flows 
into  the  Colorado  River.   The  study  would  determine  if  Federal 
interest  exists  in  further  flood  damage  reduction  measures  in  the 
study  area,  including  the  areas  of  Yuma,  Wellton-Mohawk 
Irrigation  District  and  other  communities  above  and  below  Painted 
Rock  Dam. 

Question.   What  would  the  schedule  be  for  completing  such  a 
comprehensive  study? 

Answer.   Because  of  the  geographical  and  institutional  extent 
of  a  study  this  comprehensive,  the  reconnaissance  study  would 
require  as  much  as  18  months  to  complete.  However,  every  effort 
will  be  made  to  complete  this  study  in  12  months. 

Question.   What  would  be  the  costs  associated  with  the  study 
and  when  would  the  Corps  be  prepared  to  undertake  it? 

Answer.   The  reconnaissance  study  would  cost  $1  million.   The 
Corps  could  initiate  the  study  when  funds  are  appropriated. 

PAINTED  ROCK  DAM 

Question.   Under  Section  1135  of  the  Water  Resources 
Development  Act  of  1986,  authority  is  provided  for  the 
restoration  of  habitat  impacted  by  Federally  funded  construction. 
What  type  work  under  this  authority  has  been  conducted  in  the 
area  of  Painted  Rock  Dam? 

Answer.   Under  the  Section  1135  authority,  funds  were 
provided  to  initiate  a  study  which  was  to  be  completed  this 
fiscal  year.   The  proposed  project  under  study  would  restore 
habitat  within  the  existing  reservoir  area.   Due  to  recent 
flooding  and  with  concurrence  of  the  local  sponsor,  the  Arizona 
Game  and  Fish  Department,  the  study  was  delayed  temporarily  until 
flood  waters  within  the  reservoir  have  fully  receded. 
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Question.   Is  additional  funding  necessary  in  FY  94  to  carry 
out  the  Corps'  obligations  under  this  authority?   If  so,  how  much 
additional  funding  would  be  required  to  comply  in  FY  94? 

Answer.   No  additional  funding  is  required. 

CENTRAL  MARICOPA  STUDY 

Question.   Section  321  of  the  Water  Resources  Development 
Act  of  1992  authorizes  the  Corps  to  study  and  construct  a  water 
resources  project  at  Tres  Rios,  Arizona.   Would  you  please  bring 
the  Committee  up-to-date  on  the  Corps  activities  associated  with 
the  Central  Maricopa  Study? 

Answer.  The  study  was  completed  in  June  1992.  The  study 
concluded  that  the  feasibility  of  potential  project  improvements 
at  the  Tres  Rios  area  could  only  be  justified  with  the  inclusion 
of  water  quality  benefits.  As  a  result,  the  study  was  terminated 
since  the  Corps  does  not  have  authority  to  conduct  studies  where 
the  primary  output  is  water  quality  improvement. 

Question.   Can  you  please  describe  the  benefits  that  would 
be  derived  by  proceeding  with  the  Tres  Rios  project? 

Answer.   A  constructed  wetland  at  Tres  Rios  could  provide 
flood  control,  water  quality  improvement,  fish  and  wildlife 
habitat,  threatened  and  endangered  species  habitat  enhancement, 
and  recreation  benefits. 

Question.   What  is  the  Corps  capability  of  conducting  a 
demonstration  project  at  Tres  Rios? 

Answer.   The  Corps  currently  has  no  capability  to  proceed 
with  a  demonstration  project  at  Tres  Rios. 

Question.   Does  the  WRDA  provide  authority  for  a 
demonstration  project  at  Tres  Rios? 

Answer.   No.   The  language  in  the  WRDA  does  not  specifically 
authorize  a  demonstration  project  but  does  allow  the  Secretary  to 
participate  in  the  study  and  construct  a  water  resources  project 
for  the  purpose  of  providing  flood  control  and  improving  water 
quality  in  the  Tres  Rios  wetlands,  Arizona. 

Question.   What  funding  is  required  in  FY  94  for  the  Corps 
to  proceed  with  a  demonstration  project  at  Tres  Rios? 

Answer.   Funds  in  the  amount  of  $300,000  could  be  used  to 
initiate  a  cost  shared  feasibility  study  of  wetland 
creation. 

MCDOWELL  MOUNTAINS,  ARIZONA  STUDY 

Question.   Does  the  Corps  have  the  ability  to  initiate  a 
reconnaissance  study  in  FY  1994  on  the  McDowell  Mountains? 

Answer.   The  Corps  could  initiate  a  new  interim  report  on 
this  area,  if  so  directed,  under  the  Gila  River  and  Tributaries, 
Arizona  study  authority. 

Question.   Is  additional  funding  necessary  in  the  FY  94 
budget  to  undertake  this  study?   If  so,  how  much  would  be 
required? 

Answet.   Additional  funding  of  $700,000  would  be  required  to 
initiate  and  complete  the  reconnaissance  phase  of  the  study. 
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QUESTIONS  SUBMITTED  BY  SENATOR  REID 

TROPICANA  AND  FLAMINGO  WASHES 

Question.   The  Clark  County  Regional  Flood  Control  District 
in  Nevada  testified  before  this  Committee  that  the  Red  Rock 
Detention  Basin  Unit  of  the  Tropicana  and  Flamingo  Washes  Flood 
Control  Project  will  be  ready  for  construction  by  the  end  of  the 
year  and  that  $8  million  is  needed  in  FY  94  for  the  construction 

The  construction  work  on  the  Red  Rock  Unit  would  immediately 
produce  over  80  man  years  of  blue  collar  employment  not  including 
that  necessary  to  continue  engineering  and  design  on  the  rest  of 
the  project.   At  a  time  when  the  Administration  has  announced  its 
intention  to  focus  on  labor-intensive  projects  that  will  create 
many  new  jobs,  I  eun  concerned  that  only  $3,685,000  has  been 
requested  for  preconstruction  engineering  and  design. 

Would  the  Corps  please  provide  the  Committee  with  a 
capa±)ility  statement  on  the  entire  project,  including  the  Red 
Rock  Unit  and  respond  to  the  issue  of  whether  or  not  construction 
can  proceed  on  that  portion  of  the  project  by  year's  end  if 
funding  is  made  availeUale  in  the  FY  94  budget? 

Answer.   Due  to  the  schedule  of  continuing  preconstruction 
engineering  and  design  (PED) ,  the  Corps  has  not  established  an 
approved  construction  capability  for  the  Tropicana  and  Flamingo 
Washes  project  in  FY  94.   However,  plans  and  specifications  and 
the  draft  Project  Cooperative  Agreement  for  modifications  to  the 
existing  Red  Rock  Detention  Basin  will  be  completed  in  Fiscal 
Year  1993,  making  this  the  first  feature  ready  for  construction. 
Design  of  the  second  and  third  construction  features,  will  be 
completed  in  Fiscal  Year  1994  with  the  budgeted  PED  funds, 
readying  these  features  for  construction.  If  $8  million  were 
provided  in  FY  94,  these  design  efforts  would  continue,  and 
construction  could  be  initiated  on  Red  Rock  in  January  1994.   It 
is  anticipated  that  construction  of  the  Red  Rock  modification 
would  require  about  15  months.   No  other  construction  could  be 
initiated  in  FY  94. 

LOWER  TRUCKEB  RIVER 

Question.   Public  Law  101-618,  the  Northern  Nevada  Water- 
Settlement,  made  provisions  for  the  Corps  of  Engineers  to  waive 
local  participation  when  appropriate  in  order  to  complete  certain 
elements  of  the  Settlement.   In  particular,  the  Corps  will  be 
involved  in  restoration  of  the  Lower  Truckee  River  and  its 
related  riparian  systems. 

Is  the  Corps  prepared  to  go  ahead  with  this  restoration 
project  without  local  participation? 

Answer.  The  reconnaissance  report  of  the  Lower  Truckee 
River,  which  identified  three  feasible  alternatives,  was 
completed  at  full  Federal  expense  in  February  1992.  However,  at 
that  time  there  was  no  identified  local  sponsor  willing  to  cost 
share  additional  studies  as  required  by  the  Water  Resources 
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willingness  to  serve  as  the  non- Federal  sponsor  for  the 
feasibilitiy  studies  and  their  willingness  to  discuss  the 
required  study  cost  sharing.  Based  on  this  recent  change,  the 
Corps  can  proceed  with  the  preparation  of  the  study  plan  to 
detail  the  cost  and  schedule  of  the  feasibility  study  and  prepare 
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and  execute  a  feasibility  cost  sharing  agreement.  Those  actions 
would  require  about  six  months  time.  Upon  execution  of  the  cost 
sharing  agreement  with  the  local  sponsor,  the  Corps  will  proceed 
with  the  feasibility  studies  for  the  restoration  project. 

Question.   Would  you  please  provide  a  complete  capability 
statement  on  any  projects  related  to  PL  101-618  and  include  the 
present  status  and  funding  that  may  be  required  to  move  forward 
with  the  terms  of  the  Settlement? 

Answer.  While  the  reconnaissance  report  did  incorporate  the 
analysis  of  the  five  factors  cited  in  P.L.  101-618,  and  the 
report  did  identify  three  alternative  river  management  plans  that 
could  contribute  to  the  restoration  of  habitat  for  the  threatened 
and  endangered  species  in  the  study  area,  the  Corps  could  not 
proceed  without  a  cost  sharing  sponsor  and  there  are  no  funds 
included  in  the  President's  budget  and  there  is  no  approved 
funding  capability  to  proceed  with  the  study  in  Fiscal  Year  1994. 
Based  on  the  recent  notification  that  the  Pyramid  Lake  Paiute 
Tribal  Council  is  willing  to  be  the  Non- Federal  study  sponsor, 
the  Corps  could  reprogram  the  necessary  $50,000  to  complete  the 
study  plan  and  negotiate  the  feasibility  cost  sharing  agreement. 
Upon  execution  of  a  cost  sharing  agreement,  first  year 
requirements  for  the  cost  sharing  partners  to  initiate  the 
feasibility  studies  would  be  about  $300,000  each. 


QUESTIONS  SUBMITTED  BY  SENATOR  HATFIELD 

COLUMBIA  RIVER  CHANNEL  DEEPENING 

Question.   Waterborne  commerce  on  the  lower  Columbia  River 
passing  through  the  Port  of  Portland  and  other  Oregon  ports 
contributes  approximately  $12  billion  to  the  economy  of  my  state.   For 
the  last  three  years,  the  Corps  has  been  studying  various  options  for 
deepening  the  shipping  channel  in  the  lower  Columbia  from  its  present 
40  foot  depth  to  43  feet.   Last  fall,  the  Corps  released  its 
reconnaissance  study  to  the  public,  which  showed  that  there  is  a 
Federal  interest  in  the  project.   The  Corps  is  now  working  to  define 
the  costs  for  the  next  study  phase,  the  feasibility  study. 

Is  there  a  tentative  estimate  of  what  the  feasibility  study  may 
cost,  and  what  the  timeline  for  the  study  might  be? 

Answer.   The  cost  estimate  for  the  feasibility  study  is  currently 
being  developed.   The  estimate  will  not  be  finalized  until  the  Corps 
and  the  Port  of  Portland,  local  sponsor  representing  the  seven  lower 
Columbia  River  ports,  have  agreed  on  the  study  scope  and  schedule  and 
signed  the  Feasibility  Cost  Sharing  Agreement.   The  draft  Initial 
Project  Management  Plan,  currently  being  reviewed  by  the  sponsor  and 
the  Corps,  shows  a  schedule  for  a  six  to  seven  year  study  at  an 
estimated  cost  of  $10  to  $11  million. 

Question.   What  assurance  can  you  give  that  the  cost  of  the 
feasibility  study  -even  after  the  cost-sharing  agreement  is  signed  -- 
will  not  escalate  beyond  the  ability  of  the  ports  to  pay?   (In  effect, 
will  the  ports  be  asked  to  provide  a  "blank  check"  for  a  "black 
hole?") 

Answer.   Both  the  sponsor  and  Corps  are  working  closely  to 
develop  an  accurate  scope  and  cost  estimate  which  meets  all 
requirements  for  a  technically  sound  and  environmentally  acceptable 
project.   We  recognize,  however,  that  as  the  study  progresses  new 
information,  new  requirements,  and  changed  conditions  may  impact  the 
study  scope  and  cost  estimate. 

Question.   Is  the  Corps  actively  involving  the  ports  in  this 
process,  and  working  to  define  a  study  in  which  the  ports  can  afford 
to  participate? 


193 


Answer.   The  sponsor,  Port  of  Portland,  is  directly  involved  in 
developing  the  study  scope  and  cost  estimate.   Although  the  ports' 
ability  to  pay  is  an  important  consideration,  we  do  not  feel  that  we 
can  take  "short-cuts"  which  could  result  in  a  study  which  does  not 
comply  with  current  laws  and  policies. 

Question.  What  steps  is  the  Corps  taking  to  ensure  that  it  is 
doing  its  best  to  control  the  costs  associated  with  the  feasibility 
study  and  the  project? 

Answer.   Both  the  sponsor  and  the  Corps  have  a  responsibility  to 
manage  changes  which  can  impact  the  study  and  project  cost.   When  the 
Feasibility  Cost  Sharing  Agreement  is  executed,  the  sponsor  and  the 
Corps  will  have  procedures  in  place  for  controlling  cost  changes. 

Question.  Are  there  specific  Corps  policies  in  effect  which 
directly  apply  to  cost  control  -  especially  as  they  relate  to  the 
local  cost  share? 

Answer.   It  is  Corps  policy  to  manage  and  control  costs  for  both 
the  Federal  and  local  cost  share.   Although  it  is  not  specifically 
limited  to  cost  control,  the  Corps'  Engineering  Regulation  on  Project 
Management  provides  policy,  guidance  and  procedures  for  managing 
changes,  including  cost  control,  to  Corps'  studies  and  projects. 

COST  SHARING  PROGRAM 

Question.  In  your  opinion,  how  well  is  the  Corps'  overall 
(nationwide)  cost  sharing  program  working? 

Answer.  I  believe  the  cost  sharing  program  is  working  very 
well  overall.  Cost  sharing  is  almost  universally  recognized  as  a 
necessary  requirement  in  these  times  of  extreme  budget  austerity, 
and  the  commitment  of  local  sponsors  to  jointly  fund  projects  has 
given  the  Civil  Works  program  great  credibility  in  the  budget 
process.  Further  development  of  financing  mechanisms  to  facilitate 
State  as  opposed  to  purely  local  participation  in  projects  would 
ensure  that  no  sound  project  is  constrained  by  the  limitations  of 
small  political  jurisdictions.  In  general,  I  believe,  however, 
that  where  a  project  is  compelling,  that  the  non- Federal 
beneficiaries  will  find  a  way  to  pay  their  share. 

Question.  Are  you  aware  of  any  local  communities  which  have 
valid  or  promising  projects,  but  are  unable  to  come  up  with  their 
share  of  the  required  funds? 

Answer.  I  am  aware  of  a  few  reported  instances  where  local 
political  jurisdictions  have  been  unable  to  generate  their  share  of 
the  funds  necessary  to  implement  continuing  authority  projects. 
Specifically,  the  Stanfield  Irrigation  District  recently  had  to 
back  out  of  a  Section  14,  emergency  streambank  erosion  control 
project  on  the  Umatilla  River,  and  the  Clatsop  5  Diking  District 
and  Libby  Diking  District  were  unable  to  provide  cost  sharing 
requirements  for  the  construction  of  small  flood  control  projects 
under  Section  205  authority,  following  the  completion  of  successful 
feasibility  studies.  In  instances  such  as  this,  intervention  by 
the  State  could  facilitate  development  of  non- Federal  financing, 
either  by  direct  State  participation  or  through  other  means  that 
would  facilitate  local  governmental  unit  borrowing. 

Question.  Are  there  any  examples  where  cost  over-runs  have 
impeded  progress  on  particular  projects? 

Answer.  Cost  over-runs  on  the  proposed  Willamette  River  Bank 
Protection  project  at  the  Finnicum  location,  in  1987,  resulted  in 
that  project  not  being  constructed. 
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USE  OF  SECTION  203  OF  THE  WATER  RESOURCES  DEVELOPMENT  ACT  OF  1986 

Question.  Please  explain  your  understanding  of  Section  203  of 
the  Water  Resources  Development  Act  of  1986  dealing  with  studies  of 
projects  by  non-Federal  interests. 

Answer.  This  provision  authorizes  non-Federal  interests  to 
undertake,  on  their  own,  a  feasibility  study  of  a  proposed  harbor 
or  inland  harbor  project,  and  submit  the  report  to  the  Secretary  of 
the  Army.  The  Assistant  Secretary  of  the  Army  (Civil  Works) , 
acting  for  the  Secretary  of  the  Army,  will  then  transmit  to 
Congress  within  180  days  an  assessment  as  to  whether  or  not  the 
study  report  and  study  process  comply  with  Federal  law  and 
regulations,  and  provide  any  recommendation  concerning  the  project 
described  in  the  study  report.  If  a  project  for  which  a  study  has 
been  submitted  is  authorized  by  Federal  law  subsequent  to 
submission  of  the  study  report,  the  Secretary  will  credit  toward 
the  non-Federal  share  of  the  cost  of  construction  of  the  project, 
an  amount  equal  to  the  portion  of  the  non-Federal  expenditures  for 
developing  such  study  that  otherwise  would  have  been  the 
responsibility  of  the  United  States  if  such  study  had  been 
developed  by  the  Secretary. 

Question.  Section  203  directs  the  Secretary  of  the  Army  to 
promulgate  guidelines  for  non-Federal  studies  as  soon  as 
practicable.  Are  these  guidelines  available,  and  if  so  would  you 
please  forward  a  copy  of  them  to  me? 

Answer.  An  engineering  regulation  containing  policy  guidance 
on  Section  203,  ER  1165-2-122,  was  issued  August  26,  1991.  A  copy 
will  be  forwarded  to  you  by  separate  transmittal. 

Question.  What  plans  does  the  Corps  have  for  promoting  the 
use  of  non-Federal  studies  as  outlined  in  Section  203? 

Answer.  We  have  no  formal  plans  for  promoting  use  of  the 
provision,  but  we  have  discussed  this  authority  and  the 
implementing  guidance  with  organizations  such  as  the  American 
Association  of  Port  Authorities.  The  port  community  is  aware  of 
the  legislation. 


USE  OF  SECTION  204  OF  THE  WATER  RESOURCES  DEVELOPMENT  ACE  OF  1986 


Question.  Please  provide  the  Subcommittee  with  a  brief 
history  of  the  Corps'  use  of  Section  204  of  the  Water  Resources 
Development  Act  of  1986  dealing  with  construction  of  projects  by 
non-federal  interests.  Does  the  Corps  feel  that  the  application  of 
Section  204  has  been  successful?  What  plans  or  suggestions  does 
the  Corps  have  for  making  Section  204  more  useful  in  the  future? 

Answer.  Our  experience  is  limited  to  two  projects:  St.  Paul 
Harbor,  Alaska,  a  completed  project;  and,  Miami  Harbor,  Florida,  a 
project  now  being  constructed  by  the  sponsor.  The  St.  Paul  Harbor 
project  was  completed  in  1989  and  the  city  was  reimbursed  over  $18 
million  for  the  Federal  government's  share  of  project  costs. 

Section  204  gives  project  sponsors  an  opportunity  to  go 
forward  with  feasibility,  design,  and  construction  outside  of  the 
Federal  budgetary  process,  thereby  expediting  the  development  of  a 
project  and  realization  of  the  benefits.  To  the  extent  that  the 
sponsors  of  these  projects  took  advantage  of  this  provision  and 
have  achieved,  or  are  achieving,  the  outcome  they  wanted, 
application  has  been  successful.   Both  sponsors  experienced  some 
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problems,  however,  probably  due  in  part  to  a  general  lack  of 
contracting  experience  and  appreciation  of  the  requirements 
mandated  for  Federal  water  project  development.  Sponsors  of  Corps 
projects  would  generally  not  be  expected  to  have  the  same 
capabilities  as  Corps  Districts  in  the  study,  design,  and 
construction  of  navigation  projects.  For  this  reason,  we  expect 
most  sponsors  to  incur  similar  difficulties  with  Sec  204 
activities. 

Another  option  available  to  sponsors  is  provided  under  the 
authority  of  Section  11  of  the  River  and  Harbor  Act  of  1925,  PL  68- 
585,  which  allows  the  Secretary  of  the  Array  to  accept  funds 
advanced  by  local  interests  for  prosecution  of  rivers  and  harbors 
work.  Under  this  authority  the  sponsor  uses  the  Corps  to  implement 
the  work,  and  does  not  have  to  enhance  its  own  capabilities.  A 
Section  11  agreement  was  recently  executed  for  work  yet  to  be 
accomplished  at  Savannah  Harbor. 

HOPPER  DREDGING 

Question.  In  the  Energy  and  Water  Development  Appropriations 
Act  for  Fiscal  Year  1993,  this  Committee  included  language 
directing  the  Corps  to  put  out  an  additional  7.5  million  cubic 
yards  of  dredge  work  to  the  private  dredging  contractors. 
How  much  of  this  7.5  million  cubic  yards  has  been  accomplished  to 
date? 

Answer.  Work  on  these  contracts  is  just  beginning  on  the  west 
coast,  and  to  date,  approximately  700,000  cubic  yards  have  been 
dredged. 

Question.  How  much  of  that  yardage  will  be  taken  from  the  two 
West  Coast  Corps  dredges  -  the  Essayons  and  the  Yaquina? 

Answer.  A  total  of  2.9  million  cubic  yards  of  Corps  hopper 
dredging  from  the  ESSAYONS  and  the  YAQUINA  will  be  made  available 
for  competitive  bidding  by  industry  hopper  dredges . 

Question.  How  many  days  will  the  Corps  dredges  operate  this 
year  as  compared  to  last  year? 

Answer.  This  year,  each  Corps  dredge  will  be  limited  to  180 
days  operation.  Last  year,  each  dredge  was  scheduled  for  230  days. 

Question.  When  can  we  expect  to  receive  the  Corps'  final 
version  of  its  minimum  dredge  fleet  study? 

Answer.  Management  options  have  been  developed  for  various 
configurations  of  a  Corps  dredge  fleet,  and  a  draft  final 
management  plan  is  being  reviewed  within  Corps  headquarters.  It  is 
tentatively  scheduled  for  completion  by  the  end  of  FY  93. 

BIOLOGICAL  OPINION 
COLUMBIA  AND  SNAKE  RIVERS  OPERATIONS 

Question.   Earlier  today  the  National  Marine  Fisheries  Service 
(NMFS)  released  its  "biological  opinion"  on  the  effects  of  Colun±)ia 
and  Snake  River  operations  during  1993  on  the  threatened  and 
endangered  salmon  runs .   It  is  my  understanding  that  the  biological 
opinion  is  a  "no  jeopardy"  opinion. 

Because  your  Portland  staff  was  heavily  involved  in  the 
negotiations  over  the  opinion,  could  you  please  explain  the  major 
provisions  of  the  biological  opinion  to  the  Subcommittee? 

Answer.   The  biological  opinion  exceeds  100  pages  and  includes 
various  provisions  for  operating  the  Federal  projects  in  the  Columbia 
and  Snake  Rivers  system.   Provisions  fall  under  two  categories; 
mandatory  actions  listed  in  the  Incidental  Take  Statement,  and 
discr/etionary  measures  included  as  Conservation  Recommendations. 
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The  Incidental  Take  Statement  identifies  a  number  of  actions 
related  to  such  items  as  increased  flows  and  spill,  extended  juvenile 
fish  transportation,  continued  predator  control  and  law  enforcement, 
and  enhanced  general  operation  and  maintenance  of  fish  facilities. 
Perhaps  the  single  most  significant  provision  within  the  Incidental 
Take  Statement  relates  to  system  flow  requirements.   This  provision 
requires  that  the  Corps,  Bureau  of  Reclamation,  and  Bonneville  Power 
Administration  operate  the  Federal  system  to  meet  biweekly  average 
flows  in  the  Snake  River  of  85  thousand  cubic  feet  per  second  (kefs) 
between  April  10  and  June  20,  and  50  kefs  between  June  21  and  July  31; 
and  in  the  lower  Columbia  River  of  200  kefs  between  April  20  and  June 
30,  and  160  kefs  between  July  1  and  July  31. 

Conservation  Recommendations  include  a  variety  of  measures  such 
as  research,  additional  flows,  structural  modifications,  monitoring 
and  evaluation,  etc.   Most  of  the  conservation  measures  are  not 
currently  programmed  or  funded. 

Question.   Will  the  Corps  be  required  to  radically  alter  any  of 
its  current  operating  procedures  under  the  new  operating  plan  for  the 
river  system? 

Answer.   Yes.   The  biweekly  flow  requirements  identified  in  the 
Incidental  Take  Statement  (as  described  above)  will  likely  require 
that  the  Corps  release  additional  volumes  of  water  from  Libby  and 
Dworshak  Reservoirs,  and  may  require  the  Bureau  of  Reclamation  to 
likewise  release  additional  volumes  from  reservoirs  under  its  control. 
These  volumes  will  exceed  those  which  were  anticipated  to  be  released 
during  the  development  of  1993  system  operating  plans.   Operation  to 
meet  these  flow  requirements  also  exceeds  measures  prescribed  in  the 
Northwest  Power  Planning  Council's  Columbia  River  Basin  Fish  and 
Wildlife  Program.   Based  upon  our  forecast  of  natural  river  flows  in 
the  summer  period,  releases  from  these  reservoirs  in  an  attempt  to 
achieve  the  biweekly  average  flow  targets  will  likely  result  in 
significant  drafting  of  these  storage  reservoirs.   Such  drafts  are 
expected  to  result  in  impacts  to  recreation,  cultural  resources, 
resident  fish  and  wildlife  resources,  irrigation,  and  hydropower 
production. 

RESERVOlf  DRAWDOWN  ON  LOWER  SNAKE  RIVER 

Question.   On  April  6th,  the  Corps  and  the  National  Marine 
Fisheries  Sei"vice  announced  that  they  are  planning  to  conduct  a 
biological  test  of  reservoir  drawdowns  on  the  Lower  Snake  River  in 
1994. 

Could  you  please  explain  the  purpose  of  this  test  drawdown? 

TVnswer.   The  purpose  of  the  test  drawdown  being  proposed  is  to 
determine  if  one  or  more  elevations  of  reservoir  drawdown  will  improve 
juvenile  salmon  survival.   Additionally,  impacts  to  other  biological 
elements  of  the  ecosystem  will  be  investigated.   As  a  point  of 
clarification,  the  Corps  and  NMFS  announced  that  we  are  evaluating  the 
conduct  of  a  drawdown  test  to  investigate  biological  issues  "which  may 
occur  as  early  as  1994".  Our  schedules  were  developed  to  facilitate  a 
1994  test  if  the  test  protocol  development  and  engineering 
modifications  can  take  place,  and  necessary  coordination  and  approvals 
are  secured.   The  National  Marine  Fisheries  Service  is  actively 
developing  the  test  protocol  and  we  are  pursuing  ways  of  safely 
passing  fish  around  the  dams(s)  during  a  drawdown  test.   Activities 
are  being  coordinated  with  regional  interests  and  we  recently  held 
four  scoping  meetings  to  present  and  receive  input  on  test  plans, 
timeframes  and  issues.   Based  on  test  planning  to  date,  it  appears 
that  carrying  out  a  full-scale  test  in  1994  is  uncertain. 

Questibn.   How  is  it  different  from  the  test  drawdown  that  was 
done  during  March  of  1992? 

Answer.   The  test  drawdown  conducted  during  March  1992  focused  on 
evaluating  impacts  on  physical  features  of  the  dam,  emban)anents, 
adjacent  transportation  features,  marinas,  etc.   The  test  in  1992  was 
purposely  scheduled  during  a  period  when  few  migrating  juvenile 
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saltnonids  were  in  the  river.   The  proposed  1994  test  will  focus  on  the 
biological  aspects. 

Question.   Please  explain  the  formal  process  you  will  conduct  in 
determining  the  parameters  of  the  test  (will  an  EIS  be  done,  etc?) . 

Answer.   An  EIS  process  is  underway  for  the  upcoming  drawdown 
test.   A  Notice  of  Intent  to  prepare  the  EIS  was  provided  to  regional 
interests  and  published  in  the  Federal  Register  in  late  April.   Public 
scoping  meetings  were  held  throughout  the  region  in  early  May.   The 
test  protocol  including  test  objectives,  methods,  timing,  location  and 
other  design  parameters  are  presently  being  developed  in  coordination 
with  agencies,  tribes  and  regional  interests,  and  will  be  reflected  in 
the  EIS-  The  draft  EIS  is  scheduled  to  be  released  in  September  and 
the  final  EIS  in  January  1994. 

Question.   How  much  will  the  proposed  drawdown  test  cost,  and 
have  you  requested  these  funds  in  you  FY  1994  budget? 

Answer.   We  have  not  yet  developed  detailed  cost  estimates  for 
the  biological  drawdown  test.  We  did  anticipate  that  we  might  do  the 
drawdown  test  in  FY  1994,  therefore,  during  our  submission  of  the  FY 
1994  budget  we  included  a  $6  million  estimate  for  the  test. 

Question.  What  structural  modifications  to  the  projects  may  be 
required  in  order  to  carry  out  the  test  (fish  ladders,  fish  screens, 
etc)  ? 

Answer.   Because  the  upcoming  test  will  likely  be  a  one-time 
event  designed  to  gather  scientific  data,  the  Corps  has  decided  that 
it  will  not  attempt  permanent  structural  modifications  at  the  dams  for 
the  biological  test.  However,  some  minor  temporary  structural  changes 
of  fish  ladder  outfalls,  fish  removal  devices,  etc.  may  be  necessary, 
but  test  design  details  are  not  available  at  this  time. 

Question.   What  steps  will  be  taken  to  minimize  damage  to  public 
and  private  property  during  the  test? 

Answer.   It  is  recognized  (based  on  the  results  of  the  1992  test 
and  recent  public  input)  that  embankments,  marinas,  and  other 
reservoir  structures  may  be  impacted.   Actions  will  be  taken  to 
minimize  damages  to  public  and  private  property  during  the  upcoming 
test:  1)  Provide  as  much  notification  as  possible  about  the  upcoming 
test;  2)  Initiate  actions  to  set  up  economic  mitigation  processes;  and 
3)  Control  the  rate  of  drawdown  to  lessen  impacts. 

STUDY  OF  LOWERING  JOHN  DAY  RESERVOIR 

Question.   In  the  Senate  Report  to  the  FY  1993  Energy  and  Water 
Development  Appropriations  Act,  we  included  language  giving  the  Corps 
the  authority  to  spend  $2  million  on  further  study  of  the  problems  of 
lowering  the  John  Day  Reservoir  to  decrease  travel  time  of  the 
juvenile  migrating  salmon. 

What  is  the  progress  on  this  study?  Has  any  of  the  $2  million 
been  spent?   If  not,  why  not? 

Answer.   The  $2  million  to  undertake  advanced  planning  and  design 
of  modifications  to  facilities  potentially  affected  by  operation  of 
the  project  at  minimum  operating  pool  (elevation  257  feet)  has  been 
withheld  pending  completion  of  a  Phase  I  Study.   We  are  conducting  a 
two-phase.  System  Configuration  Study  of  alternative  configurations  or 
physical  modifications  that  can  be  made  to  the  Federal  dams  and 
reservoirs,  including  John  Day,  on  the  Columbia  and  Snake  Rivers  to 
improve  anadromous  fish  survival.   The  study  examines  the  engineering, 
environmental,  and  economic  effects  of  the  alternatives.   An  interim 
status  report,  presented  in  December  1992,  contained  preliminary 
design  and  cost  information  on  the  alternatives  examined,  and  gave 
estimates  of  completion  times  for  engineering  designs,  planning  and 
construction. 
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The  Phase  I  study  report  will  be  released  for  regional  review  in 
late  1993  or  early  1994.   In  addition  to  information  covered  in  the 
Interim  Status  Report,  it  will  contain  mitigation  plans  and  a 
preliminary  analysis  of  economic  and  environmental  effects,  including 
effects  on  salmon  survival,  for  each  of  the  alternatives.  The  draft 
final  report  will  compare  each  alternative  with  others  and  make 
recommendations  for  which  options  will  be  carried  into  Phase  II  for 
further,  detailed  study. 

We  believe  it  is  prudent  for  the  public  review  and  decisions  to 
be  made  before  initiating  advance  planning  and  design  of  necessary 
modifications  to  facilities  on  the  John  Day  reservoir.   However,  in 
order  to  enable  sound  and  timely  regional  decisions  on  new  approaches 
to  protect  listed  salmon  species,  we  are  concentrating  our  efforts  to 
complete  the  evaluation  process  as  rapidly  as  possible. 

Question.   According  to  your  biologists,  what  biological  evidence 
currently  exists  which  shows  a  direct  beneficial  relationship  between 
water  particle  travel  time  and  juvenile  fish  survival? 

Answer.   Current  information  relating  water  particle  time  and 
juvenile  salmon  survival  is  limited.   There  is  some  evidence  that 
decreased  travel  time  (increased  water  particle  velocity)  for  juvenile 
salmon  passing  through  the  system  of  reservoirs  equates  to  an 
increased  return  rate  for  those  fish  as  adults.   That  is  because  of 
reduced  opportunities  for  predation,  residualism  and  other  in- river 
stresses.   However,  substantial  controversy  exists  over  the  strength 
of  those  relationships.   At  some  flow  level,  further  increases  in  flow 
could  even  adversely  effect  survival  because  of  dissolved  gas 
supersaturation  problems. 

NMFS  has  initiated  a  study  at  the  Lower  Snake  River  projects  to 
address  the  flow-survival  relationship.   This  study  will  extend  over  a 
period  of  years. 

RESERVOIR  DRAWDOWN  TEST  AT  LOWER  GRANITE  AND  LITTLE  GOOSE  DAMS 

Question.   In  the  FY  1993  Energy  and  Water  Development 
Appropriations  Act,  Congress  provided  $2  million  to  compensate  for 
deunages  to  public  and  private  property  during  the  March  1992  test 
reservoir  drawdown  at  Lower  Granite  and  Little  Goose  dams. 

Has  the  procedure  for  distributing  these  funds  been  established? 

Answer.  Procedures  covering  the  submission,  processing  and 
payment  of  claims  for  damages  have  been  established  and  a  public 
notice  was  published  in  the  Federal  Register  on  March  26,  1993. 

Question.   How  many  applications  from  property  holders  have  you 
received  to  date? 

Answer.   To  date  18  applications  have  been  received. 

Question.   How  much  of  the  $2  million  has  actually  been  paid  out 
to  date? 

Answer.   To  date  none  of  the  $2  million  has  been  paid  out.   We 
are  currently  reviewing  the  claims  and  expect  to  reach  resolution  on 
some  of  the  claims  by  the  end  of  June  1993.   We  plan  to  reach 
resolution  on  all  of  the  claims  by  October  1993. 

COLUMBIA  RIVER  JUVENILE  FISH  MITIGATION  PROGRAM 

Question.   Please  provide  the  Subcommittee  with  an  update  on  the 
Columbia  River  Juvenile  Fish  Mitigation  Program. 

What  is  the  latest  cost  estimate  for  the  entire  program? 

Answer.   The  latest  cost  estimate  for  the  entire  program  is  $345 
million. 
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Question.   What  is  your  FY  1994  budget  request  for  the  program, 
euid  how  will  it  be  applied  -  project  by  project? 

Answer.   The  FY  1994  budget  request  is  $48,300,000.   It  will  be 
applied  in  the  following  manner: 

Lower  Granite  $  1,200,000 

Lower  Monumental  700,000 

McNary  23,700,000 

Little  Goose  600,000 

Ice  Harbor  4,600,000 

The  Dalles  4,311,000 

Mitigation  Analysis  13,189,000 

Question.   What  is  the  completion  schedule  for  each  project? 

Answer.   The  completion  schedule  for  each  project  is: 

Lower  Granite  Sep  1996 

Lower  Monumental  Sep  1997 

McNary  Sep  1996 

Little  Goose  Sep  1996 

Ice  Harbor  Sep  1996 

The  Dalles  Sep  1998 

Mitigation  Analysis  1/ 

1/  The  final  cost  estimate  and  schedule  for  the  Mitigation 
Analysis  will  depend  on  the  results  of  the  Phase  I  report  and  the  NMFS 
recovery  plan,  both  of  which  are  expected  to  be  available  in  FY  1994. 

FISH  BYPASS  FACILITIES  AT  THE  DALLES  DAM 

Question.   It  is  my  understanding  that  the  cost  associated  with 
the  installation  of  fish  bypass  facilities  at  The  Dalles  Dam  are 
significant  -  in  excess  of  $120  million. 

In  light  of  the  high  cost  for  this  project,  what  steps  is  the 
Corps  taking  to  ensure  that  the  final  design  for  the  bypass  facilities 
will  function  properly? 

Answer.   An  intensive  research  program  is  currently  underway  to 
test  prototype  extended  length  screens  prior  to  construction  of  the 
Juvenile  Bypass  System  at  The  Dalles.   Two  designs  for  the  extended 
length  screens  were  developed  utilizing  experience  from  other  projects 
and  hydraulic  model  studies.   Prototype  testing  of  the  extended  length 
screen  designs  will  be  compared  to  standard  length  screens  to 
determine  the  additional  fish  passage  benefits  that  may  be  attributed 
to  the  longer  screens.   Prototype  screen  testing  is  planned  to  be 
completed  in  the  summer  of  1994. 

Question.   Have  studies  and  other  research  already  been  done? 

Answer.   Additional  hydraulic  model  studies  have  also  been 
completed  or  are  underway  to  ensure  development  of  an  efficient  design 
for  other  bypass  system  components.   Model  study  data,  for  example, 
has  resulted  in  a  revised  proposed  location  for  the  Juvenile  Bypass 
System  outfall,  which  is  expected  to  significantly  increase  the 
survival  of  fish  utilizing  the  bypass. 

EXTENDED  FISH  BYPASS  SCREENS  AT  JOHN  DAY  DAM 

Question.   Last  fall,  the  Northwest  Power  Planning  Council 
completed  its  regional  recovery  plan  for  the  threatened  and  endangered 
Snake  River  salmon.   One  of  the  elements  of  the  Council  plan  calls  for 
the  Corps  to  install  extended  fish  bypass  screens  at  John  Day  Dam.   I 
also  understand  that  the  National  Marine  Fisheries  Service  supports 
the  installation  of  these  extended  screens. 

Did  the  Corps  request  funds  for  these  extended  screens  in  its  FY 
1994  budget  submission?   If  not,  does  that  indicate  that  the  Corps 
disagrees  with  the  Council's  and  NMFS's  position,  or  does  not  intend 
to  install  the  screens  for  other  reasons? 
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Answer.   No  funds  were  included  in  the  FY  1994  budget  for 
construction  of  fish  screens  at  the  John  Day  project.   However,  the 
Corps  agrees  with  the  Council  and  NMFS  position  that  extended  screens 
should  be  put  into  John  Day  Dam  if  they  improve  juvenile  salmon 
survival.   Accordingly,  we  are  currently  analyzing  the  feasibility, 
costs,  schedules  and  other  factors  associated  with  installation  of 
extended  screens  as  one  facet  of  the  ongoing  Phase  I  System 
Configuration  Study.   Among  other  things,  the  study  includes  an 
analysis  of  the  benefits  of  intercepting  a  greater  depth  of  water 
entering  the  turbine  intake  to  improve  fish  guidance  efficiency  and 
the  impacts  that  lowering  the  John  Day  reservoir  would  have  on 
effectiveness  and  operation  of  extended  screens.   The  Phase  I  study  is 
scheduled  to  be  completed  in  late  1993.   If  the  study  shows  that  the 
screens  are  biologically  effective,  that  there  are  no  major 
engineering  or  biological  problems  and  that  there  is  Administration, 
Congressional  and  regional  support,  then  follow- on  design  and 
installation  could  begin  as  soon  as  funds  were  available. 

ELK  CREEK  DAM 

Question.   What  is  the  current  situation  with  Elk  Creek  Dsim  in 
Southern  Oregon? 

Answer.   The  U.S.  District  Court's  injunction  against  the  project 
remains  in  effect.   A  hearing  on  our  motion  to  remove  the  injunction 
was  held  20  May  93,  but  the  court  has  not  yet  rendered  a  decision. 

Question.   What  is  the  Corps'  latest  estimate  of  the  cost  of 
completing  the  project,  providing  that  the  Federal  District  Court  in 
Portland  lifts  its  current  injunction? 

Answer.   The  latest  cost  estimate  to  complete  the  No  Conservation 
Pool  alternative  is  $70  million,  March  1991  price  level.   About  $104 
million  has  been  expended  to  date,  so  the  ultimate  cost  for  this 
alternative,  without  an  adjustment  for  inflation,  is  $174  million. 
This  is  the  same  amount  as  reported  in  the  Corps'  1994  budget  request. 
Substantial  additional  costs  would  be  required  to  complete  the 
authorized  project,  which  provides  for  a  full  pool. 

Question.   Have  you  received  a  determination  of  the  Elk  Creek 

project's  impact  on  the  wild  and  scenic  section  of  the  Rogue  River 

from  the  USDA  Forest  Service  and  Bureau  of  Land  Management?  If  so, 
what  did  the  determination  state? 

Answer.   Yes,  on  December  5,  1992  these  two  agencies  provided  a 
joint  determination  of  the  impacts  of  the  no  conservation  pool 
alternative  on  the  wild  and  scenic  section  of  the  Rogue  River.   The 
determination  stated  that  the  no  conservation  pool  alternative  will 
not  unreasonably  diminish  the  wild  and  scenic  values  of  this  section 
of  the  river  when  effective  fish  passage  is  provided.   The 
determination  also  stated  that  the  unfinished  project,  with  fish 
passage  through  the  diversion  tunnel,  resulted  in  unreasonable 
diminishment  of  these  values  due  to  problems  with  fish  passage. 

Question.   What  is  the  scope  and  status  of  the  lawsuit  filed 
against  the  Elk  Creek  project  in  December  1992? 

Answer.   On  December  7,  1992,  suit  was  filed  against  the  Corps, 
US  Forest  Service,  and  Bureau  of  Land  Management  alleging  violations 
of  the  Wild  and  Scenic  Rivers  Act  and  National  Environmental  Policy 
Act.   Plaintiffs  in  the  case  have  asked  for  a  preliminary  injunction 
requiring  the  Corps  to  remove  a  section  of  the  dam.   A  hearing  before 
the  U.S.  District  Court  in  Portland,  Oregon  was  held  on  May  20,  1993 
on  this  issue  and  on  the  Corps'  motion  to  remove  the  existing 
injunction  against  completion  of  the  project.   The  judge  has  not  yet 
rendered  a  decision. 
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Question.   What  are  the  latest  cost  estimates  for  removal  of  the 
project  and  site  restoration? 

Answer.   Our  latest  cost  estimate  for  the  for  the  Remove  and 
Restore  alternative  is  $10  million,  March  1991  price  level,  as 
contained  in  the  Final  Environmental  Impact  Statement,  Supplement  No. 
2,  dated  May  1991.   This  is  a  very  preliminary  estimate;  further 
engineering  and  environmental  studies  would  be  required  to  establish  a 
firm  cost  estimate. 

Question.   What  would  the  cost  be  to  just  stabilize  the  current 
structure  and  ensure  adequate  fish  passage  around  it? 

TVnswer.   The  Abandon  Existing  Structure  alternative;  which  would 
remove  the  spillway  section,  stabilize  the  site,  and  ensure  adequate 
fish  passage;  was  estimated  at  $6  million  in  the  Final  Environmental 
Impact  Statement,  Supplement  No.  2.   This  estimate  is  also  at  March 
1991  price  levels,  is  very  preliminary,  and  is  subject  to  further 
environmental  and  engineering  studies. 

INLAND  WATERWAY  USERS  FUEL  TAX 

Question.  Has  the  Corps  done  its  own  analysis  of  the  impact 
on  waterborne  commerce  in  the  United  States  in  the  event  that 
Congress  agrees  with  this  proposal? 

Answer.   The  Corps  has  done  an  analysis  of  the  impact  on 

waterborne  commerce  of  the  full  $1.00  per  gallon  increase.  It 

concludes  that  the  traffic  loss  could  be  in  the  rang  of  7  to  12 
percent . 

Question.  Has  an  analysis  been  done  on  the  environmental 
impact  of  this  proposal  -  especially  considering  the  additional 
number  of  trucks  (or  other  forms  of  transportation)  which  would  be 
used  to  transport  cargo  when  the  barge  lines  could  no  longer  remain 
competitive? 

Answer.  Concern  has  been  expressed  over  the  environmental 
impact  of  the  proposed  tax,  but  the  Corps  does  not  expect 
significant  impacts  as  a  result  of  the  tax.  Most  of  the  traffic 
diverted  from  the  waterways  as  a  result  of  the  tax  would  switch  to 
rail  rather  than  truck.  Both  barges  and  railroads  have  worked  to 
increase  their  energy  efficiency  and  to  keep  their  accident  rates 
low.  Most  railroad  routes  include  areas  of  dense  population, 
increasing  human  exposure,  while  barges  move  on  rivers  where  there 
is  a  delicate  ecological  balance.  In  sum,  it  is  not  clear  that 
either  the  barge  or  rail  mode  has  a  significant  environmental 
advantage  over  the  other. 

COOS  BAY  CHANNEL  DEEPENING 

Question.   What  is  the  status  of  the  Coos  Bay  Channel  Deepening 
Project? 

Answer.   The  Portland  District  is  in  the  process  of  completing 
the  feasibility  study  for  the  Coos  Bay  Channel  Deepening  Project.   The 
draft  Environmental  Impact  Statement  is  scheduled  for  public  release 
in  June  1993 . 

Question.  Are  negotiations  on  the  construction  cost -sharing 
agreement  underway? 

Answer.   No,  the  actual  negotiations  cannot  occur  until  after 
project  authorization.   However,  preliminary  discussions  with  the 
sponsor  on  the  construction  cost  sharing  agreement  are  underway. 

Question.   What  is  the  latest  estimate  of  the  cost  of  the 
project? 
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Answer.   The  latest  fully  funded  construction  estimate,  including 
PED,  is  $14,900,000  of  which  $179,000  is  for  dredging  at  berthing 
areas  which  will  be  totally  financed  by  the  project  sponsor. 

Question.   What  portion  of  the  cost  will  the  local  community  be 
required  to  pay? 

Answer.   In  addition  to  the  $179,000,  the  sponsor  will  pay  35%  of 
the  remaining  project  cost. 

MAJOR  REHABILITATION  BONNEVILLE  FIRST  POWERHOUSE 

Question.   What  is  the  status  of  the  major  rehabilitation  of  the 
First  Powerhouse  at  Bonneville  Dam?   What  work  is  occurring  during  the 
current  fiscal  year,  and  what  is  being  planned  for  FY  1994? 

Answer.   During  FY  1993,  work  is  proceeding  on  the  completion  of 
plans  and  specifications  for  all  elements  of  the  Transformers  and 
Switchyard  portion  of  the  rehabilitation,  which  is  Phase  I.   Contracts 
are  scheduled  for  award  on  3  of  the  4  contracts  for  Phase  I.   Plans 
and  Specifications  for  the  Main  Unit  rehabilitation.  Phase  II,  have 
been  initiated  utilizing  Operations  and  Maintenance  funding  in 
accordance  with  Corps  policy. 

Work  planned  for  FY  1994  will  include  continuation  of 
construction  for  Phase  I  and  the  completion  of  plans  and 
specifications  and  award  of  supply  and  installation  contracts  for 
Phase  II. 

Question.   What  is  the  estimated  cost  for  the  entire 
rehabilitation,  and  what  is  the  timeline  for  the  project? 

Answer.   Total  cost  for  both  Phase  I  and  Phase  II  is  $108.2 
million  with  completion  in  FY  2002. 

MCKENZIE  RIVER  TEMPERATURE  CONTROL  STUDY 

Question.   In  the  Conference  Report  to  the  FY  1993  Energy  and 
Water  Development  Appropriations  Act,  managers  language  was  included 
which  endorsed  a  verbal  agreement  between  the  Corps  and  my  office 
relating  to  the  feasibility  study  of  temperature  control  measures  at 
the  Blue  River  and  Cougar  Deuns  on  the  McKenzie  River  watershed  in 
Oregon . 

Is  the  Corps  still  planning  to  complete  the  feasibility  study  by 
April  of  1995,  as  was  agreed  to  last  year? 

Answer.   Yes,  the  current  schedule  results  in  completion  of  the 
Division  Engineer's  Public  Notice  in  April  1995.   We  are  currently 
analyzing  various  alternatives  for  providing  temperature  control  at 
the  two  projects,  and  their  associated  benefits  and  costs. 

COLUMBIA  RIVER  TREATY  FISHING  ACCESS  SITES  PROJECT 

Question.   Title  4  of  the  Indian  Reorganization  Act  Amendments  of 
1988  (P.L.  100-581)  provides  for  the  administrative  transfer  of 
Federal  lands  at  certain  sites  along  the  Columbia  River  to  the 
Department  of  the  Interior  for  the  use  of  Indian  treaty  fishermen. 
The  provision  allows  for  an  equitable  satisfaction  of  the  United 
States'  commitment  to  provide  lands  for  Indian  treaty  fishing  in  lieu 
of  those  inundated  by  flooding  caused  by  the  construction  of  the 
Bonneville  Daun.   In  addition,  the  provision  directs  the  Secretary  of 
the  Army  to  identify,  acquire,  and  improve  sites  adjacent  to  the 
Bonneville  pool  for  the  purpose  of  providing  access  and  fishing 
facilities  for  the  members  of  the  Columbia  River  Indian  Tribes. 

Did  the  Corps  include  a  request  in  its  FY  1994  budget  to  carry 
he  purposes  of  Title  4  of  P.L.  100-581? 


out  the  purposes 
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Answer.   Yes,  the  Corps  included  funding  in  the  amount  of 
$641,000  in  the  FY  1994  budget  to  complete  Preconstruction  Engineering 
and  Design  for  this  project.   During  fiscal  year  1994  implementation 
planning  and  real  estate  letter  supplements  will  be  completed.  Designs 
and  plans  and  specifications  will  be  prepared  for  three  additional 
sites. 

Question.   What  is  the  Corps'  capability  to  utilize  funds  in  FY 
1994  -  in  the  event  they  are  provided  by  Congress  -  for  the  purposes 
of  developing  the  first  four  "in- lieu"  fishing  sites  on  the  Bonneville 
pool? 

Answer.   The  Corps  has  a  capability  to  utilize  approximately 
$3.9  million  to  initiate  construction  of  four  early  action  sites  on 
Bonneville  pool.   Facilities  would  be  constructed  in  accordance  with 
the  District  Engineer's  Phase  One  Interim  Evaluation  Report,  dated 
October  1992. 


QUESTIONS  SUBMITTED  BY  SENATOR  COCHRAN 


NATCHEZ,  MISSISSIPPI,  BLUFFS 


Senator  COCHRAN.  General  Williams,  in  1985,  the  Corps  of 
Engineers  completed  a  study  of  methods  and  costs  of  stabilizing  the 
bluffs  at  Natchez,  Mississippi.  Since  that  time,  there  has  been 
much  talk,  but  no  action,  since  the  orgainzation  responsible  for 
any  such  effort  has  not  been  established.  Would  you  please  look 
into  what  is  necessary  for  work  to  proceed,  including  necessary 
legislation  and,  in  concert  with  the  Soil  Conservation  Service,  let 
me  know  what  I  and  the  other  members  of  our  delegation  need  to  do 
to  get  this  emergency  situation  resolved? 

General  WILLIAMS.   Sir,  the  Natchez  Bluff  Study  was 
authorized  by  Congress  in  Public  Law  98-146  enacted  on  November 
4,  1983.   This  act  provided  funds  to  the  Corps  of  Engineers  to 
investigate  the  causes  and  magnitude  of  the  bluff  failures  in 
Natchez,  Mississippi,  and  measures  that  might  protect  against 
failure  of  the  bluff.   The  report  of  this  investigation  was 
transmitted  to  Congress  by  the  National  Park  Service  in  1985. 
Fiscal  Year  1989  appropriations  contained  $200,000  for  the 
Natchez  Bluff  Study  directing  the  Corps  of  Engineers  "to  prepare 
and  submit  an  up-to-date  detailed  report  to  the  Committee  on 
Appropriations  as  soon  as  possible  regarding  the  serious  bank 
caving  problems  at  Natchez,  and  what  would  be  needed  for 
corrections."   In  response  to  this  directive,  the  Vicksburg 
District  Army  Corps  of  Engineers  prepared  a  supplement  to  the 
1985  report  dated  June  1990.   A  demonstration  test  project  in  the 
Clifton  Avenue  area  validated  mitigation  measures  recommended  in 
the  Natchez  Bluff  Study,  and  provided  basis  for  and  cost 
estimates  for  structural  alternatives  to  stabilize  or  restore 
certain  areas  of  the  bluff. 

In  April  1993,  the  Vicksburg  District  attended  a  meeting  in 
Natchez  along  with  representatives  from  the  National  Park 
Service,  Soil  Conservation  Sei~vice,  and  Senator  Lott's  office. 
Avenues  of  funding  for  stabilizing  the  bluff  area  were  discussed. 
The  Vicksburg  District  recommended  that  any  further  studies  of 
the  bluff  stabilization  should  be  phased  to  include  additional 
field  data,  geotechnical  investigations,  and  alternative  methods 
of  stabilization. 

If  directed  by  Act  Language  and  funds  are  provided,  the 
Corps  could  use  $1,300,000  in  FY  1995  to  prepare  plans  and 
specifications  and  initiate  construction  to  control  the  erosion 
of  the  Mississippi  River  bluffs  at  Natchez,  Mississippi. 
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INLAND  WATERWAY  USERS  FUEL  TAX 

Senator  COCHRAN.  You  also  discuss  the  President's  proposed 
Inland  Waterways  Trust  Fund.  The  five  hundred  percent  increase  in 
the  fuel  tax  would  decimate  the  commercial  traffic  on  our  waterway 
system.  You  indicate  that,  "the  inland  waterways  system  is  the 
most  highly  subsidized  commercial  freight  transportation  mode." 
Could  you  give  the  committee  the  facts  to  back  up  that  statement? 

Dr.  DICKEY.  The  source  of  this  information  is  the  1992 
Congressional  Budget  Office  study:  "Paying  for  Highways,  Airways, 
and  Waterways:   How  Can  Users  be  Charged?" 

Senator  COCHRAN.  You  also  indicate  that  in  FY  1993,  over  85% 
of  Corps  expenditures  for  this  system  will  not  be  reimbursed. 
After  enactment  of  the  user  fee,  (which  I  will  oppose  at  every 
opportunity) ,  what  percent  of  Corps  expenditures  will  not  be 
reimbursed? 

Dr.  DICKEY.  If  all  the  operations  and  maintenance  in  FY  1993 
had  been  reimbursed  by  users  out  of  the  Inland  Waterways  Trust 
Fund,  about  35  percent  would  have  been  covered  by  general 
appropriations.  In  any  given  year,  the  share  covered  by  general 
appropriations  would  depend  on  the  division  of  total  expenditures 
between  the  two  categories  (1)  construction  and  major 
rehabilitation  and  (2)  operation  and  maintenance. 


QUESTIONS  SUBMITTED  BY  SENATOR  DOMENICI 


SENATOR  DOMENICI.   Dr.  Dickey  and  Lieutenant  General 
Williams,  I  join  my  colleagues  in  raising  significant  concerns 
about  the  proposed  reorganization  of  the  Corps  and  its  impact  on 
ongoing  programs . 

1  must  say  that  I  believe  it  is  appropriate  for  the  federal 
government  to  consider  ways  to  streamline  its  operations  with  a 
view  toward  greater  economies  and  efficiencies  in  operation. 
However,  I  believe  it  has  been  our  experience  that  the 
streamlining  doesn't  necessarily  occur,  especially  at  the  D.C. 
end,  and  that  the  consolidated  programs  actually  become  less 
effective  because  those  charged  with  managing  the  program  are 
physically  removed  from  the  areas  or  projects  they  are  managing. 

The  Chairman  may  refresh  my  memory,  but  it  seems  to  me  we 
went  through  a  reorganization  of  the  Bureau  of  Reclamation  around 
1987  or  so  that  took  this  type  of  approach,  and  I  believe  we  are 
now  seeing  the  Bureau  return  to  the  structure  where  their  people 
are  on  the  scene  to  work  with  the  local  communities  in  carrying 
out  their  projects. 

If  we  look  at  the  map  as  redrawn  under  the  reorganization 
plan,  we  go  from  11  divisions  to  6  divisions.   The  Western 
Division,  which  would  be  headguartered  in  Portland,  Oregon,  covers 
the  entire  Western  United  States.   The  plan  would  close  the  Dallas 
Division  Office  with  which  my  state  works  so  closely. 

For  the  Albuquergue  District,  the  plan  would  reduce  staffing 
by  184  personnel,  or  54  percent.   While  the  number  of  field 
personnel  would  remain  the  same  at  87,  the  Albuquerque  District 
headguarters  would  go  from  339  personnel  to  155  under  the  proposed 
plan.   The  Omaha  District,  for  example,  would  have  2,000 
personnel . 
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Can  you  tell  me  why,  of  all  Districts  nationally  (36), 
Albuquerque  would  receive  a  greater  percentage  reduction  than  all 
except  three? 

General  WILLIAMS.   The  personnel  reductions  proposed  for 
particular  locations  announced  in  the  reorganization  plan  were 
based  on  moving  specific  functions,  such  as  planning,  engineering, 
and  real  estate,  and  their  personnel,  plus  the  consolidation  of 
certain  administrative  functions.   Albuquerque  would  receive  a 
relatively  high  percentage  reduction  first  because  it  was  one  of 
the  21  districts  not  chosen  as  the  site  of  a  technical  center,  and 
second  because  it  has  a  relatively  high  proportion  of  personnel  in 
those  functions  which  would  be  consolidated  at  the  technical  and 
administrative  centers. 

SENATOR  DOMENICI.   Why  are  cuts  in  excess  of  50  percent 
required  at  some  Districts,  but  not  others? 

General  WILLIAMS.   In  order  to  consolidate  our  technical 
capability,  we  had  to  propose  greater  reductions  in  some  locations 
than  in  others.   The  percentage  reductions  in  each  case  were 
determined  by  current  numbers  of  personnel  in  the  functions 
proposed  for  consolidation. 

SENATOR  DOMENICI.   Why  are  "super"  districts  created? 

General  WILLIAMS.   We  proposed  consolidating  portions  of  our 
technical  staffs,  those  personnel  in  planning,  engineering  and 
real  estate,  into  15  locations  to  create  offices  with  greater 
prospects  for  maintaining  technical  competence  and  adjusting  to 
rapidly  fluctuating  workloads.   Many  of  our  district  offices  are 
now  very  thinly  staffed  in  certain  disciplines,  compromising  our 
ability  to  continue  to  provide  the  highest  quality  engineering 
services  in  those  locations. 


SENATOR  DOMENICI .   Why  would  the  Corps  propose  to  placed  two 
full  service  districts  in  California  when  Albuquerque  is  the  only 
District  in  a  1,400  mile  stretch  in  the  southern  United  States 
between  two  full  service  districts  —  one  in  Fort  Worth  and  one  in 
Los  Angeles? 

General  WILLIAMS.   The  workload  projections  available  last 
fall  showed  Albuquerque  ranking  31st  in  the  annualized  amount  of 
total  workload,  with  less  than  one-fourth  the  projected  workload 
of  the  Los  Angeles  District,  which  ranked  7th,  and  less  than  one- 
fifth  of  the  projected  workload  of  the  Sacramento  District,  which 
ranked  1st.   The  San  Francisco  District,  which  also  was  not 
selected  as  a  technical  center  site  ranked  32nd,  just  below 
Albuquerque.   The  more  than  10  to  1  ratio  in  projected  workload 
between  the  three  California  districts  and  the  Albuquerque 
District  was  a  significant  factor  in  influencing  the 
recommendation  to  place  technical  centers  at  Sacramento  and  Los 
Angeles . 

SENATOR  DOMENICI.   I  am  also  concerned  that  the  proposed 
reorganization  did  not  adequately  consider  workload  factors  and 
effectiveness  when  it  reconfigured  the  districts.   I  have  worked 
with  the  Corps  of  Engineers  for  many  years,  and  I  can  attest  to 
the  dedication  and  competence  of  the  Corps  employees  in  the 
Albuquerque  District  Office.   They  are  topnotch,  professional,  and 
do  an  outstanding  job  for  the  areas  under  their  jurisdiction. 

Many  Corps  Districts  have  run  out  of  work  and  are  not  able  to 
bring  cost-effective  projects  along.  The  Albuquerque  District  has 
plenty  of  work  and  is  a  leader  within  the  Corps  for  bringing 
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projects  from  study  to  construction.   Why  is  a  District  with  this 
track  record  essentially  being  turned  into  a  field  office: 

General  WILLIAMS.   Aside  from  administrative  functions,  the 
only  functions  proposed  for  consolidation  in  technical  centers  are 
those  of  planning,  engineering  and  real  estate.   All  of  the 
construction,  operations  and  maintenance,  regulatory  and  project 
management  personnel  would  remain  in  place  in  Albuquerque,  as  in 
each  of  our  other  districts.   The  decision  maker  for  district 
projects,  the  District  Commander,  and  the  control  of  local  project 
funding  will  remain  in  Albuquerque.   Thus,  the  Albuquerque 
District  would  remain  an  active  and  viable  office  contributing  to 
Corps  efforts  in  the  Southwest. 

SENATOR  DOMENICI .   Will  you  provide  for  the  record, 
information  on  the  workload  factors,  including  the  delivery  of 
projects,  for  the  various  Districts: 

General  WILLIAMS.   Yes  Sir.   For  the  record,  below  is  a  table 
of  the  annualized  workload  projects  which  were  used  during  the 
reorganization  planning  last  year.   The  information  follows: 
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77.272 

86.290 

62.161 

225,723 

35,302 

261.025 

Norfolk 

117.614 

43.537 

10.328 

171,479 

28,725 

200,204 

Philadelphia 

15.805 

68,165 

51.100 

135.070 

71.994 

207.064 

Buffalo 

0 

1.491 

6.123 

7.614 

30,233 

37.847 

Chicago 

0 

9.273 

3,595 

12.868 

28.579 

41.447 

Detroit 

0 

8.296 

3,646 

11,942 

63,521 

75.463 

Rock  Island 

0 

26,519 

1,038 

27,557 

103,696 

131,253 

St.  Paul 

0 

19.691 

1,504 

21,195 

45,944 

67.139 

New  England 

0 

23.405 

51,000 

74.405 

33,181 

107.586 

Alaska 

110,824 

0 

unknown 

110,824 

6,389 

117,213 

Portland 

112,799 

43,463 

3.150 

159,412 

89,597 

249,009 

Seattle 

0 

27.072 

20.507 

47,579 

44.519 

92,098 

Walla  Walla 

0 

45.422 

7.670 

53,092 

46.919 

100,011 

^'  -ntington 

0 

84.669 

9.066 

93.735 

64,270 

158.005 

sville 

205,142 

93,255 

18.455 

316.852 

58,575 

375.427 

i,cjshville 

421 

12,139 

16,550 

29.110 

66,548 

95.658 

Pittsburgh 

0 

63,268 

350 

63.618 

73,849 

137.467 

Charleston 

2.979 

28.370 

685 

32,034 

19.188 

51.222 

Jacksonville 

0 

105.666 

2,666 

108,332 

38,980 

147,312 

Mobile 

223.073 

33.355 

10.763 

267.191 

156,140 

423,331 

Savannah 

320.878 

26.116 

8.052 

355,046 

40.405 

395.451 

Wilmington 

9,094 

45.432 

480 

55,006 

40.010 

95.016 

Sacramento 

185,977 

164,911 

83,000 

433,888 

25.630 

459,518 

Los  Angeles 

94.196 

266,622 

14,600 

375.418 

16.875 

392,293 

San  Francisco 

0 

42.947 

1.525 

44.472 

31.269 

75,741 

Albuquerque 

41.531 

32.981 

1.379 

75.891 

11.126 

87,017 

Fort  Worth 

332,582 

54.418 

7,572 

394.572 

48,168 

442,740 

Galveston 

0 

117,734 

1.816 

119.550 

48,564 

168.114 

Little  Rock 

18.725 

26.230 

8,831 

53,786 

77.487 

131,273 

Tulsa 

115,824 

20.330 

34,237 

170.391 

68,143 

238.534 

•Annualized  projections  of  workload  used  during  reorganization 
planning  for  division  workload  balancing,   in  thousands  of  dollars. 
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SENATOR  DOMENICI .   With  such  significant  cutbacks  in 
Albuquerque,  would  you  expect  the  Corps  to  be  able  to  sustain  what 
has  been  an  active  military  construction  program,  or  one  that  may, 
in  fact,  grow  in  the  future? 

General  WILLIAMS.   I  believe  that  the  reorganization  plan 
provides  the  best  organization  for  the  military  construction 
program  we  anticipate  in  the  future.   I  expect  that  we  would  not 
only  sustain  the  program,  but  that  we  would  provide  equivalent  or 
better  quality  design  and  construction  services  to  our  military 
customers  at  lower  cost  than  in  the  past,  an  issue  of  great 
concern  to  our  military  program  customers  during  this  period  of 
declining  defense  resources.   Managing  the  military  construction 
program  from  fewer  locations  should  also  enable  the  Corps  to 
absorb  the  substantial  military  program  workload  shifts  with  less 
staffing  disruption  than  is  currently  the  case. 

SENATOR  DOMENICI.   I  know  the  Corps  has  estimated  savings  of 
$115  million  annually  with  the  proposed  reorganization  and  the 
overall  reduction  of  2,664  Corps  personnel.   In  theory,  that 
should  be  the  case.   Forgive  me  for  being  skeptical,  but  in 
looking  at  the  proposed  reconfiguration  of  the  Western  Division,  I 
fail  to  see  how  cost  savings  will  be  realized. 

First  of  all,  projects  in  New  Mexico  are  relatively  small, 
and  it  will  be  difficult  to  undertake  some  of  them  if  planning  and 
design  costs  significantly  increase.   How  will  the  Corps  realize 
savings  by  requiring  projects  in  New  Mexico  to  be  administered  out 
of  the  Los  Angeles  District,  which  has  an  eight  percent  high  cost 
salary  differential,  higher  overhead  rates,  and  the  Corps  will 
incur  significant  travel  costs  as  it  sends  engineers,  etc.  from 
Los  Angeles  to  New  Mexico? 

General  WILLIAMS.   I  believe  that  the  reorganization  plan, 
which  consolidates  the  administrative,  overhead  and  some  technical 
functions  into  a  smaller  number  of  locations  will  significantly 
lower  our  cost  of  operations.   These  lower  costs  should  offset  the 
salary  differential  incurred  in  some  large  cities.   Our  current 
cost  information  indicates  that  larger  districts  are  significantly 
less  expensive  than  smaller  districts,  primarily  because  they  are 
able  to  spread  their  administrative  and  overhead  costs  over  a 
larger  workload,  and  because  their  workload  fluctuates  less  and 
they  do  not  become  inefficient  during  periods  of  low  workload. 
Most  of  the  personnel  being  consolidated  into  central  locations, 
such  as  financial  management,  personnel,  procurement,  information 
management  and  engineering  personnel,  rarely,  if  ever,  visit  a 
project  site.   In  addition  to  reducing  administrative  and 
technical  overhead  costs,  we  will  be  changing  our  work  processes 
to  enhance  efficiency.   Additional  work  process  changes  include 
streamlining  our  policy  review  process,  preparing  more  standard 
designs  and  localizing  the  technical  review  function. 

SENATOR  DOMENICI.   Will  you  please  provide  detailed  cost 
estimates  relating  to  the  proposed  reorganization  for  the  record? 
I  personally  would  like  to  see  where  these  estimated  savings  come 
from? 

General  WILLIAMS.   Yes  Sir.   For  the  record,  I  am  providing 
Annex  E  of  our  reorganization  report  titled,  "Cost  and  Benefit 
Analysis",  which  contains  most  of  the  factors  used  in  estimating 
the  benefits  and  costs.   The  information  follows: 
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Annex  E 
Cost  and  Benefit  Analysis 


Introduction 

This  annex  discusses  the  data  and  procedures  which  were  used  to  prepare  the 
estimates  for  both  the  quanlifiabic  dollar  costs  of  implementing  the  approved 
reorganization  plan  and  the  quantifiable  dollar  benefits.  National  averages 
were  used  for  all  of  the  factors,  i.e.,  salaries,  retirement  eligibles,  those  likely 
to  retire,  attrition  rates,  estimated  permanent  changes  of  station  costs,  office 
moving  costs,  and  severance  pay.  The  only  site-specific  numbers  used  were 
those  for  the  numbers  of  positions  at  existing  and  future  locations.  The 
personnel  data  base  from  which  the  estimated  position  moves  were  prepared 
was  a  HOUSACE  Directorate  of  Resource  Management  database  (using  the 
FY  91  end  strength  figures).  The  actual  numbers  of  people  impacted,  the 
costs,  and  the  benefits  will  depend  upon  the  number  of  people  in  specific 
locations  as  the  plan  is  implemented. 

Costs 

Figure  E-1  shows  the  major  factors  used  in  estimating  costs  for  a  Corps  field 

reorganization. 


Figure  E-1.   Implementation  Cosi  Factor*                                         1 

CATEGORIES 

DIVISION  FACTORS 

DISTRICT  FACTORS 

Average  salary 

$45,000 

$35,000 

Average  severance  pay 

$27,000 

$21,000                            1 

Percent  letiremenl  eligible 

30  percent 

20  percent                  "    | 

Percent  retiring 

18  percent 

12  percent 

Percent  attrition 

10  percent 

10  percent 

Moving  cost  (PCS) 

$50,000 

$50,000 

Percent  choosing  to  relocate  witti  Corps 

30  percent 

30  percent 

Office  moving  costs  (per  position) 

$3,000 

$3,000                              1 

Tbe  Simplified  Cost   Formula: 

Total  Costs  =  Cost  of  PCS  Moves  +  Cost  of  Severance  Pay  +  Office 
Furniture  Moving  Costs. 

For  100  Division  Positions  =  $1.5  M  +$1.1  M  +  $.3  M  =  $2.9  M. 
For  100  District  Positions  =  $1.5M  +  $1M+.3M  =  $2.8  M. 


209 

Applications    of  (he  Cost  Factors; 

These  cost  factors  were  used  in  the  following  ways: 

•  The  average  salary  is  used  for  computing  severance  pay  costs,  and  was 
determined  from  HQUSACE  Human  Resources  data. 

The  average  severance  pay  is  estimated  at  60  percent  the  average 
salary. 


•  The  percentage  of  people  eligible  for  discontinued  service  retirement 
is  used  in  determining  those  who  will  likely  retire. 

The  percentage  of  people  actually  retiring  is  estimated  at  60  percent 
of  those  eligible  to  retire. 

•  The  attrition  figure  is  the  estimated  percentage  of  those  people  in  an 
affected  office  who  would  choose  to  remain  in  their  home  areas  and 
leave  their  employment  with  the  Corps  (after  an  announcement  of  a 
reorganization  plan,  but  prior  to  formal  severance). 

•  Moving  and  other  Permanent  Change  of  Station  (PCS)  relocation  costs 
for  an  average  household  were  estimated  at  $50,000. 

•  The  percentage  choosing  to  relocate  with  the  Corps  is  used  to  estimate 
total  PCS  costs. 

•  The  cost  of  relocating/replacing  office  furniture  and  equipment  is 
estimated  at  $3,000  per  position. 

Cost  Calculation   Proctdares: 

The  national  cost  estimates: 

•  Assume  30  percent  of  the  people  whose  positions  are  cut  from  their 
current  locations  will  move  to  new  locations. 

•  Assume  10  percent  of  those  people  will  leave  their  positions  prior  to 
being  severed. 

•  Assume  60  percent  of  those  eligible  for  retirement  whose  positions  are 
being  impacted  will  choose  to  retire. 

•  Assume  all  remaining  people  whose  positions  are  being  impacted  will 
be  severed  through  Reduction-In-Force  measures  and  will  be  paid 
severance  pay. 


210 


Individual  cost  estimate  calculations: 


Cost  of  res  Moves  =  (#  of  Posilions  Impacted)  x  0.3  x  $50,000. 
For  100  Positions  =  100  x  .3  x  50,000  =  $1.5  M. 


NumlKr  of  People  Retiring  =  (#  of  Positions  Impacted)  x  (Percentage 

I-ligiMe  for  Retiring)  x  (60%). 

For  100  Division  Positions  =  100  x  60%  x  .30  =  18. 

For  100  District  Positions  =  100  x  60%  x  .20  =  12. 

Number   of  People   Leaving  Through    Attrition    =    (#    of   Positions 

Impacted)  x  0.1. 

For  100  Positions  =  lOOx  .1  =  10. 

Number  of  People  Rcceinng  Severance  Pay  =  [(#  of  Positions  Impacted) 

-  (#  of  People  Moving)  -  (#  of  People  Retiring)  -  (#  of  People  I^eaving 

llirongli  Attrition)). 

For  100  Division  Positions  =  100  -  30  -  18  -10  =  42. 

For  100  District  Positions  =  100-30  -12  -10  =  48. 

Scvcmncc  Pay  Costs  =  (Number  of  People  Receiving  Severance  Pay)  x 

(Average  Salary)  x  (0.6). 

For  100  Division  Positions  =42  x  $45,000  x  .6  =  $1.1  M. 

For  100  District  Positions  =  48  x  $35,000  x  .6  =  $1  M. 

Orfice  Furniture  Moving  Costs  =  (#  of  Positions  Impacted)  x  $3,000. 
For  100  Positions  =  100  x  $3,000  =  $300,000. 


Cost  Summary  Table 


Military 

Program 

Positions 

Military 

Program 

Costa 

Civil 

Program 

Positions 

Civil 

Program 

Costs 

Total 
Positions 

Total  Costs 

Divisions 

240 

$7M 

890 

$26  M 

1130 

$33  M 

Districts 

1310 

$37M 

5160 

$145M 

M70 

$ie2M 

Total 

1 

1550 

$44M 

6050 

$171M 

7600 

$2  ISM 

Benefrfs 


The  primary  quantifiable  dollar  benefits  are  those  from  salary  (and 
government-paid  benefits)  reductions  through  the  reduction  in  the  total 
number  of  people  employed.  Savings  in  office  space  (and  related  equipment) 
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costs  is  estimated  at  5  percent  of  the  salary  and  benefit  costs.  Thus,  the 
benefits  are  directly  related  to  the  number  of  positions  reduced.  Government 
paid  benefits  are  estimated  at  20  percent  of  salaries. 

The  annual  dollar  benefits  from  a  reduction  in  Division  positions  are  thus 
estimated  at  ($45,000  +  .2  x  $45,000]  x  1.05  =  ($45,000  +  $9,000]  x  1  05 
=  $54,000  X  1.05  =  $56,700/position. 

The  annual  dollar  benefits  from  a  reduction  in  District  positions  are  thus 
estimated  at  ($35,000  +  .2  x  $35,000]  x  1.05  =  ($35,000  +  $7,000]  x  1  05 
=  $42,000  x  1.05  =  $44,100/position. 

The  average  annual  benefits  (in  FY  92  dollars)  shown  in  Figure  E-2  are 
those  which  would  be  reached  after  the  reorganization  had  been 
completed  and  all  positions  staffed  at  their  future  levels.  These  numbers 
are  shown  separately  for  the  Divisions  and  the  Districts,  and  need  to  be 
considered  together  to  reflect  the  total  picture  of  the  approved  process 
changes. 


Average  Annual  Benefits 
Summary  Table 


Military 
Program 
Positions 
Reduced 

Military 
Program 
Dollar 
Benefits 

Civil 
Program 
Positions 
Reduced 

Civil 
Program 
Dollar 
BenefHs 

Total 

Positions 

Reduced 

Total  Dollar 
Benefits 

r. 
Drvisions 

50 

$2  8M 

200 

$11.3  M 

250 

$14.1  M 

Districts 

470 

$20  7  M 

1fi«0 

$82.9  M 

2350 

$103  6  M 

Total 

520 

$24  M 

2080 

$94  2  M 

2600 

$117.7  M 
(Rounded 
dov^nlo$115    1 
M)                      1 

Although  these  numbers  have  been  used  for  planning  purposes,  during  (he 
actual  implementation  period,  these  estimates  will  be  further  refined  and 
reflect  actual  costs  as  they  are  experienced. 
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SENATOR  DOMENICI .   Has  there  been  an  independent  cost 
analysis  of  the  Corps  proposed  reorganization  plan?   If  so,  would 
you  please  submit  that  for  the  record? 

General  WILLIAMS.   There  has  not  been  an  independent  cost 
analysis,  although  the  regional  estimates  prepared  in  January  by 
the  five  divisions  for  the  division  phase  of  the  plan  approximated 
those  prepared  through  our  national  model.   Because  of  the 
substantial  efficiencies  gained  through  this  plan,  the  ultimate 
benefits  are  not  very  sensitive  to  changes  in  the  predicted  costs. 
For  example,  the  total  cost  of  reorganization  was  estimated  to  be 
$215  million  and  the  annual  benefits  were  projected  to  be  $115 
million  which  provides  a  complete  payback  of  all  costs  in  1.9 
years.   If  the  costs  were  increased  by  50%  to  $322.5  million,  the 
payback  period  would  only  increase  to  2.8  years. 

SENATOR  DOMENICI.   There  are  many  more  questions  in  my  mind 
than  I  can  raise  today,  but  I  think  the  Subcommittee  ought  to 
focus  on  one  additional  factor,  and  that  is  the  ability  of  the 
Corps,  if  reorganized,  to  carry  out  water  projects  effectively. 

I  know  from  personal  experience  that  every  state  is  different 
and  that  every  project  has  its  own  unique  set  of  circumstances. 

How  can  the  Corps  be  effective  in  an  area  if  its  engineering 
staff  is  physically  removed  from  the  projects  --  by  1,400  miles  in 
the  case  of  Albuquerque? 

General  WILLIAMS.   Although  the  proposed  technical  center  in 
Los  Angeles  would  be  about  700  miles  from  Albuquerque,  modern 
transportation  and  communications  will  contribute  greatly  to 
minimizing  the  effects  of  distance.   Even  today,  many  of  our 
projects  around  the  country  are  located  hundreds  of  miles  from  the 
district  offices  responsible  for  their  design.   Similarly, 
contracted  design  work  done  for  our  projects  may  be  performed 
anywhere  in  the  country,  whether  or  not  the  contractor's  offices 
are  geographically  close  to  the  project  sites. 

It  is,  in  fact,  the  recommendation  of  our  senior  engineering 
staff  that  the  most  efficient  means  to  execute  our  design  program 
is  through  a  smaller  number  of  larger  engineering  organizations. 
There  are  a  number  of  reasons  for  this  recommendation.   First,  by 
enlarging  the  geographic  area  to  be  served  by  the  engineering 
organization,  the  workload  is  more  stable  and  the  staff  is  more 
stable.   Second,  a  larger  organization  permits  the  development  and 
retention  of  personnel  in  all  critical  engineering  disciplines,  in 
depth,  at  that  location  from  entry  level  graduates  to  senior  and 
highly  skilled  specialists,  enabling  broadly  based  career  growth 
and  development  opportunities.   Third,  the  fluctuating  workload  in 
a  small  district  creates  extra  costs  when  there  is  no  work  for 
some  "on-board"  specialized  engineering  personnel.   In  addition, 
districts  with  small  engineering  organizations  may  be  only  one  or 
two  deep  in  critical  skills  which  may  cause  project  delays  and 
require  higher  level  review.   Fourth,  the  overhead  costs  of  the 
organization  are  spread  across  a  larger,  more  steady  workload. 
Finally,  there  are  only  limited  times  when  design  staff  actually 
visit  a  project  site,  even  as  Corps  districts  are  configured  now. 
The  Corps  reorganization  plan,  as  it  pertains  to  the  engineering 
function,  is  consistent  with  the  organization  of  other  large 
architect-engineer  firms  which  have  diverse  workloads  throughout 
the  United  States  and  overseas . 
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SENATOR  DOMENICI.   New  Mexico  is  a  culturally  diverse  state 
with  a  unique  set  of  water  problems.   I  question  the  ability  of 
the  Corps  to  carry  out  projects,  such  as  the  Acequias 
Rehabilitation  Program,  or  consultations  with  groups,  such  as  the 
Rio  Grand  Compact  Commission,  if  the  experienced  people  at  the 
Albuquerque  District  Office  are  not  on  the  scene  to  carry  it  out. 
How  can  the  Corps  ensure  that  projects  with  unique  local  aspects 
will  be  effectively  carried  out  when  critical  personnel  are  not  on 
site? 

I  join  my  Subcommittee  colleagues  in  pressing  for  the 
Administrations • s  frank  assessment  of  the  proposed  reorganization 

General  WILLIAMS.   In  proposing  our  reorganization  plan  we 
attempted  to  strike  a  balance  between  achieving  needed 
efficiencies  through  consolidation,  and  retaining  locally  at  all 
district  offices  those  personnel  and  functions  necessary  to 
project  development  and  customer  interface.   Even  now,  of  the 
total  district  staff,  there  are  only  a  small  number  who  actually 
visit  a  project  site,  or  interact  with  customer  organizations, 
such  as  the  District  Commander,  the  project  manager,  construction 
management  personnel  and  regulatory  and  project  operations 
personnel.   These  will  remain  in  the  District  under  the 
reorganization  plan.   The  personnel  we  would  consolidate,  such  as 
administrative  and  overhead  personnel  (financial  management, 
personnel,  information  management,  procurement,  etc.)  and  selected 
technical  personnel  (engineering,  planning  and  real  estate) 
normally  have  limited  contact  with  customers  and  only  occasional 
requirements  to  physically  visit  a  project  site.   The  planning 
function  is  the  exception  to  this  statement  and  we  plan  to  adjust 
the  responsibilities  of  project  management  personnel  remaining  in 
the  district  to  ensure  that  we  do  not  neglect  interaction  during 
the  planning  phase  of  each  project.   We  believe  the  reorganization 
plan  provides  the  optimal  balance  between  our  requirement  to 
remain  in  contact  with,  and  responsive  to  our  customers,  while 
also  fulfilling  our  responsibility  to  provide  them  efficient, 
timely  and  cost  effective  services. 

[The  information  follows:] 

ABIQUIU  DAM,  NEW  MEXICO 

The  Abiquiu  citizens'  advisory  committee  met  with  the  Corps  of 
Engineers  on  May  15,  1993.  The  group  formed  a  Transition  Steering  Group 
until  the  council  could  be  formed.  They  also  changed  their  name  to  the 
Abiquiu  Valley  Planning  Council.  They  met  on  May  18  and  May  25,  1993, 
without  the  Corps,  to  establish  a  charter,  vision  statement,  and 
establish  their  purpose.   They  also  met,  without  the  Corps,  on  June  8, 

1993  and,  with  the  Corps,  on  June  18,  1993.  The  Corps  anticipates  the 
Abiquiu  Valley  Planning  Council  to  advise  the  Corps  on  a  number  of  long- 
term  issues. 

"INVESTMENT"  SPENDING 

Senator  DOMENICI.  The  President  has  proposed  a  total  domestic 
"investment"  package  of  $16.4  billion,  including  $96  million  in  FY 

1994  for  Corps'  infrastructure  ($736  million  over  five  years).  As 
you  may  know,  the  President's  overall  budget  request,  including  the 
"investment"  items,  is  $8.1  billion  in  budget  authority  and  $6.7 
billion  in  outlays  above  the  statutory  cap  on  FY  1994  domestic 
discretionary  spending. 

I  understand  that  0MB  is  working  with  federal  agencies  to 
identify  budget  reductions  that  will  bring  the  President's  budget 
back  within  the  spending  caps  for  FY  1994.  Has  the  Corps  been 
participating  in  this  exercise? 

General  WILLIAMS.  Yes,  we  had  discussions  early  in  the 
process,  but  are  unaware  of  any  specific  reductions  that  have  been 
proposed. 
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Senator  DOMENICI .  It  seems  to  me  that  the  "investment" 
request  for  the  Corps  fits  closely  with  the  President's  long-term 
priorities,  and  that  compared  to  other  agencies,  it  is  rather 
modest  as  far  as  total  dollars  go.  Do  you  expect  to  be  asked  to 
give  up  this  "investment"  component  in  your  budget? 

General  WILLIAMS.   We  haven't  been  contacted  in  that  regard. 

Senator  DOMENICI.  If  Congress  does  not  receive  budget 
amendments  sufficient  to  bring  the  overall  budget  within  the  1994 
spending  caps,  and  the  Appropriations  Committees  have  to 
essentially  make  the  tough  choices  by  an  across-the-board 
reduction,  or  some  similar  approach,  wouldn't  the  Corps,  in  fact, 
be  disproportionately  affected  by  such  action? 

General  WILLIAMS.  No,  we  are  unaware  why  that  would  be  the 
case. 


QUESTIONS  SUBMITTED  BY  SENATOR  NICKLES 

OKLAHOMA  FLOODING,  SPRING  199  3 

Senator  NICKLES.  Each  spring  in  Oklahoma  the  Corps  is  faced  with 
the  daunting  task  of  managing  the  flow  of  torrential  rains  through  an 
intricate  series  of  lakes  and  waterways.  Despite  their  efforts, 
everyone  is  not  always  pleased  with  Corps  decisions  to  release,  or  not 
to  release,  water  from  lakes.  This  spring,  my  office  has  received  many 
complaints  from  farmers  in  northern  LeFlore  County  who  lost  crops  when 
the  Corps  delayed  water  releases  from  Eufaula  Lake.  What  steps  does  the 
Corps  take  to  notify  landowners  above  the  lake  that  water  will  be  held 
which  could  flood  their  property? 

General  WILLIAMS.  Sir,  during  flood  periods  we  notify  all  local 
civil  defense  authorities,  city  managers  and  city  and  state  emergency 
operation  centers  prior  to  releases.  These  groups  are  responsible  for 
notifying  local  residents  of  all  releases  and  the  approximate  rise  in 
water  levels  they  can  expect. 

Senator  NICKLES.   Are  landowners  provided  information  about  why 
water  releases  are  delayed? 

General  WILLIAMS.  The  Corps  has  attempted  through  various 
information  and  educational  programs  to  inform  property  owners  both 
above  and  below  our  lakes  of  how  the  Corps  operates  flood  control 
projects  and  their  relationship  to  the  overall  Arkansas  River  Flood 
Control  System.  The  general  public  is  also  kept  informed  of  the  lakes' 
levels  and  discharges  during  heavy  rains  by  news  releases  to  the  media. 


MCCLELLAN-KERR  ARKANSAS  RIVER  NAVIGATION  SYSTEM 

LOCKS  AND  DAMS,  ARKANSAS  AND  OKLAHOMA 

MONTGOMERY  POINT  LOCK  AND  DAM 

Senator  NICKLES.  Over  the  past  several  years.  Congress  has 
appropriated  several  million  dollars  for  land  acquisition  and  final 
design  and  engineering  on  this  project.  After  the  final  design 
memorandum  for  Montgomery  Point  received  approval  across-the-board  from 
all  local,  state,  and  federal  entities,  former  Assistant  Secretary  of 
the  Army,  Nancy  Dorn  delayed  final  approval  until  a  limited  reevaluation 
report  could  be  completed  on  the  project's  justification.  Last  year, 
this  subcommittee  directed  the  Corps  to  complete  the  limited 
reevaluation  report  on  Montgomery  Point  by  April  1.  What  is  the  status 
of  this  report? 

General  WILLIAMS.  Sir,  the  Montgomery  Point  Lock  and  Dam  Limited 
Reevaluation  Report  has  been  completed  and  is  under  review. 

Senator  NICKLES.   What  were  its  conclusions? 
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General  WILLIAMS.  Sir,  the  conclusions  are  dependent  on  the 
evaluation  of  additional  data  and  completion  of  the  review. 

Senator  NICKLES .  How  much  did  the  President  request  for  Montgomery 
Point  Lock  and  Pam  in  his  budget? 

General  WILLIAMS.  Sir,  $3,314,000  was  included  in  our  Fiscal  Year 
1994  Budget  Request  for  Montgomery  Point  Lock  and  Dam. 

Senator  NICKLES.  What  is  the  Corps'  current  schedule  to  begin  and 
complete  construction  on  Montgomery  Point  lock  and  dam? 

General  WILLIAMS.  Because  of  one  issue  concerning  the 
justification  for  project,  it  is  not  presently  scheduled.  Sir,  if  a 
construction  decision  is  made  to  build  the  project,  a  construction 
contract  for  the  access  facilities  and  a  contract  for  the  lock  and  dam 
could  be  awarded  in  Fiscal  Year  1995  and  Fiscal  Year  1997,  respectively. 
Construction  of  the  lock  and  dam  would  be  conplete  in  Fiscal  Year  2001. 


WISTER  LAKE 

Senator  NICKLES.  Congress  last  year  approved  $250,000  to  fund  a 
reconnaissance  level  study  at  Wister  Lake,  OK,  to  evaluate  the  impact  of 
raising  the  level  of  the  conservation  pool.  Congress  also  authorized  a 
small  increase  in  the  lake  level  for  fiscal  year  1993.  What  is  the 
status  of  the  Wister  Lake  reconnaissance  study? 

General  WILLIAMS.  Sir,  the  Wister  Lake  reconnaissance  report  is 
scheduled  to  be  completed  by  October  1993. 

Senator  NICKLES.  When  will  the  Corps  be  prepared  to  request  a 
permanent  increase  in  the  lake  level? 

General  WILLIAMS.  Sir,  a  Corps  request  for  a  permanent  increase  in 
the  lake  level  would  have  to  be  based  on  detailed  cost  shared 
feasibility  studies.  Assuming  a  positive  reconnaissance  study,  and  a 
non- Federal  cost  sharing  partner  for  the  feasibility  study,  feasibility 
funds  could  be  included  in  the  Fiscal  Year  1995  budget  request.  The 
feasibility  phase  could  take  up  to  three  years  to  complete. 

CIMARRON  RIVER  BASIN 

Senator  NICKLES.  The  communities  of  Guthrie,  Crescent,  and 
Kingfisher,  Oklahoma  have  long  suffered  from  the  flooding  of  the 
Cimarron  River  in  central  Oklahoma.  Many  years  ago  the  Corps  evaluated 
several  alternatives  to  address  this  problem,  including  the  creation  of 
Crescent  Lake  15  miles  north  of  Oklahoma  City.  What  were  the  findings 
of  the  Crescent  Lake  study? 

General  WILLIAMS.  Sir,  a  study  of  the  proposed  Crescent  Lake  was 
completed  in  1970.  At  that  time  the  economic  data  indicated  a  marginal 
Federal  interest.  The  report  on  that  study  recommended  a  short-range 
plan  of  development  which  did  not  include  Crescent  Lake.  A  separate 
study  that  included  the  Cimarron  Basin,  completed  in  1990,  examined 
other  Cimarron  River  lake  sites,  none  of  which  were  economically 
justified. 

Senator  NICKLES.  What  is  the  cost  of  updating  the  Crescent  Lake 
study? 

General  WILLIAMS.  Sir,  due  to  changes  in  the  basin  conditions  and 
more  extensive  requirements  for  today's  studies,  a  new  reconnaissance 
investigation  would  be  necessary  to  evaluate  the  potential  of 
multiple-purpose  reservoirs,  such  as  Crescent  Lake,  and  other 
alternatives.  The  current  estimated  cost  of  that  reconnaissance  study 
is  $500,000. 
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TULSA  AND  WEST  TULSA  LEVEES 

LOCAL  PROTECTION  PROJECT,  OKLAHOMA 

Mr.  NICKLES.  In  fiscal  year  1991,  Congress  approved  funding  to 
repair  23  of  50  deunaged  pipes  and  culverts  in  the  Tulsa/West  Tulsa  levee 
system.  What  is  the  cost  to  repair  the  remaining  damaged  pipes  in  the 
levee  system? 

General  WILLIAMS.  Sir,  the  Cost  of  repairs  to  the  remaining  27 
damaged  pipes  is  currently  estimated  at  $600,000. 

Senator  NICKLES.  How  time -sensitive  is  this  levee  repair?  What 
are  the  dangers  to  life  and/or  property? 

General  WILLIAMS.  Sir,  the  levees  protect  industrial,  commercial, 
and  residential  property  valued  at  over  $1  billion.  Although  many  of 
the  pipes  which  are  most  deteriorated  have  been  repaired,  a  significant 
number  have  not  been.   Consequently  a  significant  risk  remains. 

NORTH  CANADIAN  RIVER 

Senator  NICKLES.  In  fiscal  year  1992,  Congress  approved  funding 
for  a  reconnaissance  study  of  the  North  Canadian  near  Oklahoma  City  in 
relation  to  the  "Centennial  Lake"  project.  The  reconnaissance  report 
recommended  determining  feasibility  of  this  project  to  mitigate  fish  and 
wildlife  habitat  losses.  How  much  funding  is  needed  for  this 
feasibility  study? 

General  WILLIAMS.  Sir,  we  are  not  aware  of  references  to  the 
Centennial  Lake  project.  However,  the  area  referred  to  as  the  String  of 
Pearls  lake  on  the  North  Canadian  River  is  in  the  study  area  for  a 
proposed  project  for  restoration  of  fish  and  wildlife  habitat.  The 
estimated  total  cost  of  the  feasibility  stage  of  that  study  is  $600,000. 

Senator  NICKLES.  If  the  Centennial  Lake  project  is  identified  as 
a  means  of  mitigating  fish  and  wildlife  habitat  losses,  how  would  the 
project  be  cost -shared  with  a  local  sponsor? 

General  WILLIAMS.  Sir,  we  are  preparing  to  negotiate  a  feasibility 
cost  sharing  agreement  with  the  City  of  Oklahoma  City  for  the  North 
Canadian  River  Feasibility  Studies  for  fish  and  wildlife  restoration 
alternatives.  The  city  would  be  required  to  pay  50  percent  of  the 
feasibility  study  cost.  If  construction  is  authorized,  the  city  would 
be  required  to  pay  a  minimum  of  25  percent  of  the  construction  costs 
including  lands  easements  and  rights  of  way,  and  dredge  material 
disposal . 
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QUESTIONS  SUBMITTED  BY  SENATOR  GORTON 

COLUMBIA  RIVER  NAVIGATION  CHANNEL  DEEPENING 

Senator  GORTON.   Seven  ports  in  Washington  and  Oregon  have  been 
working  with  the  Corps  to  define  the  scope  of  the  feasibility  study  on 
the  Columbia  River  Deepening  Project.   During  this  process,  the 
estimates  of  the  cost  of  the  feasibility  study  have  jumped  from 
$2.4  million  to  $17  million  to  $5.4  million  to  $7.4  million  to  $10.1 
million. 

My  staff  and  Senator  Hatfield's  staff  have  met  with  Corps  staff 
about  this  issue.   We  all  recognize  that  unforseen  obstacles  that 
impact  the  price  of  the  study  arise  during  the  scoping  process.   The 
local  sponsors  are  responsible  for  half  of  the  cost  of  the  feasibility 
study,  however,  and  as  public  entities  need  to  be  reasonably  certain 
that  the  study  can  be  completed  at  a  reasonadale  cost.   As  the  PortlcUid 
Division  and  Headqpaarters  review  the  latest  cost  estimates  for  the 
feasibility  study,  I  hope  you  will  keep  this  in  mind.   Do  either  of 
you  have  any  comments  about  the  cost  associated  with  this  project,  or 
about  cost  control  in  the  Corps  organization  as  a  whole? 

General  WILLIAMS.   Sir,  the  cost  estimate  for  the  feasibility 
study  is  continuing  to  be  developed  aind  refined  to  ensure  it  meets 
Federal  requirements  as  well  as  sponsor  needs.   The  estimate  will  not 
be  complete  until  the  Corps  and  the  Port  of  Portland,  which  represents 
the  seven  lower  Columbia  River  ports,  have  agreed  on  the  study  scope 
and  schedule  and  signed  the  Feasibility  Cost  Sharing  Agreement. 

It  is  Corps  policy  to  manage  and  control  costs.   Both  the  sponsor 
and  the  Corps  have  a  responsibility  to  manage  changes  which  can  inpact 
the  study  cost.   When  the  Feasibility  Cost  Sharing  Agreement  is 
executed,  the  sponsor  and  the  Corps  will  have  procedures  in  place  for 

managing  change. 

CORPS  MINIMUM  DREIDGE  FLEET 

Senator  GORTON.  Last  year's  Energy  and  Water  Appropriations 
bill  included  language  directing  the  Corps  to  advertise  for 
competitive  bid  at  least  7.5  million  cubic  yards  of  hopper  dredge 
work.  Ports  throughout  the  Northwest  have  expressed  concern  about 
this  requirement,  as  they  fear  that  private  dredges  will  not 
provide  the  service  and  value  currently  available  from  the  Corps 
fleet.  Can  you  tell  the  Committee  what  the  impact  of  last  yearns 
bill  has  been  on  Corps  dredging  operations,  both  in  general  and  in 
the  Pacific  Northwest? 

Dr.  DICKEY.  It  is  too  early  in  the  dredging  season  to 
determine  the  impact  on  Corps  dredging  operations  in  the  Northwest. 
However,  two  contracts  have  been  awarded  and  the  dredges  have 
started  work.  At  this  time  there  are  no  impacts  to  Corps  dredging 
operations . 

Senator  GORTON.  Have  there  been  complaints  from  the  ports 
about  service? 

Dr.  DICKEY.   We  have  received  no  complaints  from  ports. 

Senator  GORTON.  How  much  time  do  you  feel  is  necessary  to 
evaluate  the  effectiveness  of  last  year's  bill? 

Dr.  DICKEY.  Subsequent  to  the  completion  of  the  fiscal  year, 
an  evaluation  will  be  completed  within  approximately  60  days. 


COLUMBIA  RIVER  SAUION 

Senator  GORTON.   I  have  a  few  questions  on  regional  salmon 
issues,  but  would  first  like  to  say  that  I  am  hearing  good  things  from 
the  Northwest  Power  Planning  Council  amd  others  about  the  Corps' 
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participation  in  regional  salmon  recovery  efforts.   1  appreciate  your 
cooperation  in  this  regard. 

The  Administration's  budget  rec[uest  includes  some  $48  million  for 
juvenile  salmon  mitigation  activities.   I  am  pleased  that  these  funds 
have  been  included  in  the  request,  as  the  mitigation  projects  are  a 
vital  part  of  regional  salmon  recovery  efforts. 

There  is,  however,  one  item  that  was  not  included  in  the  request. 
The  regional  salmon  plan  drafted  by  the  Northwest  Power  Planning 
Council  called  for  design  work  on  extended  length  screens  at  John  Day 
Dcun.   The  National  Marine  Fisheries  Service  also  considers  this  work 
to  be  important .   Could  you  provide  for  the  record  the  Corps ' s 
capability  to  do  this  work  in  FY  1994,  and  the  reasons  why  the  item 
was  not  included  in  the  budget  request? 

General  WILLIAMS.   Sir,  the  Corps  capability  is  the  Seime  as  the 
budget  eunount.   The  Corps  agrees  with  the  Northwest  Power  Planning 
Council  and  the  National  Marine  Fisheries  Service  position  that 
extended  screens  should  be  put  into  John  Day  Dam  if  they  improve 
juvenile  salmon  survival.   Accordingly,  we  are  currently  analyzing  the 
feasibility,  costs,  schedules  and  other  factors  associated  with 
installation  of  extended  screens  as  one  facet  of  the  ongoing  Phase  I 
System  Configuration  Study.   Among  other  things,  the  study  includes  an 
analysis  of  the  benefits  of  intercepting  a  greater  depth  of  water 
entering  the  turbine  intake  to  improve  fish  guidance  efficiency  and 
the  impacts  that  lowering  the  John  Day  reservoir  would  have  on 
effectiveness  and  operation  of  extended  screens.   The  Phase  I  study  is 
scheduled  to  be  completed  in  late  1993.   If  the  study  shows  that  the 
screens  are  biologically  effective,  that  there  are  no  major 
engineering  or  biological  problems  and  that  there  is  Administration, 
Congressional  and  regional  support,  then  follow- on  design  and 
installation  could  begin  as  soon  as  funds  were  available. 

Senator  GORTON.   It  is  my  understanding  that  some  $120  million  of 
the  $345  million  to  be  spent  on  juvenile  fish  bypass  systems  on  the 
Columbia/Snake  system  is  for  the  installation  of  screens  at  The  Dalles 
Dam.   Some  in  the  region  have  expressed  concern  that  screen  tests  at 
the  Dalles  have  produced  less  than  satisfactory  results,  and  have 
suggested  that  the  Corps  needs  to  sit  down  with  interested  parties  and 
reevaluate  its  approach.   Are  you  aware  of  these  concerns?   If  you 
find  them  to  be  valid,  are  you  willing  to  work  with  others  in  the 
region  to  explore  alternatives? 

General  WILLIAMS.   Sir,  we  are  aware  of  the  need  to  address   the 
environmental  and  economic  concerns  before  we  enter  the  construction 
phase  of  extended  screen  installation  at  The  Dalles.   At  this  time,  we 
are  conducting  extensive  on-site  prototype  testing  of  the  extended 
screens  to  assess  their  biological  effectiveness.   I  do  want  to 
emphasize  that  while  our  test  results  are  incomplete  at  this  time, 
preliminary  findings  show  the  extended  screens  are  effective.   As  we 
move  ahead,  we  will  continue  to  coordinate  our  findings  and  actions 
with  the  regional  interests. 

Senator  GORTON.   The  Corps  has  announced  that  it  intends  to 
conduct  additional  tests  of  the  "drawdown"  concept  at  one  or  more 
Snake  River  reservoirs  in  1994.   Unlike  the  1992  test,  this  test  would 
be  conducted  at  a  time  when  salmon  are  in  the  river. 

While  I  am  generally  supportive  of  performing  additional  research 
to  determine  more  accurately  the  costs  and  benefits  of  salmon  recovery 
strategies,  I  am  very  concerned  about  the  impacts  of  this  particular 
test  on  river  users.   Can  you  tell  me  how  the  Corps  is  going  about 
planning  this  test,  and  whether  any  compensation  for  affected  river 
users  is  planned? 

General  WILLIAMS.   Sir,  A  NEPA  process  is  underway  for  the 
upcoming  drawdown  test.   It  is  recognized,  based  on  the  results  of  the 
1992  test  and  recent  public  input,  that  embankments,  marinas,  and 
other  reservoir  structures  could  be  impacted.   Actions  will  be  taken 
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to  minimize  damages  to  public  and  private  property  during  the  upcoming 
test.   Specifically,  the  Corps  will:   (l)  provide  as  much  notification 
as  possible  during  the  upcoming  test;  (2)  initiate  actions  to  set  up 
economic  mitigation  processes;  and  (3)  control  the  rate  of  drawdown  to 
lessen  impacts. 

As  a  point  of  clarification,  the  Corps  and  NMFS  announced  that, 
in  order  to  investigate  biological  issues,  we  are  evaluating  the 
conduct  of  a  drawdown  test  "which  may  occur  as  early  as  1994".   Our 
schedules  were  developed  to  facilitate  a  1994  test  if  the  test 
protocol   development  and  engineering  modifications  can  take  place, 
and  necessary  coordination  and  approvals  are  secured.   The  National 
Marine  Fisheries  Service  is  actively  developing  the  test  protocol  and 
we  are  pursuing  ways  of  safely  passing  fish  around  the  dams(s)  during 
a  drawdown  test.   Activities  are  being  coordinated  with   regional 
interests  and  we  recently  held  four  scoping  meetings  to  present  and 
receive  input  on  test  plans,  timeframes  and  issues.   Based  on  test 
planning  to  date,  it  appears  that  carrying  out  a  full-scale  test  in 
1994  is  uncertain. 

Senator  GORTON.   I  understand  that  the  Corps  is  also  doing  a  more 
detailed  study  of  design,  cost  and  biological  factors  associated  with 
full  scale  drawdown  scenarios.   Could  you  explain  what  this  work  will 
entail  and  when  it  will  be  completed?   For  the  record,  do  you  recall 
what  was  the  Corps'  initial  estimate  of  the  cost  of  modifying  the 
Columbia  and  Snake  River  deuns  to  accommodate  drawdowns? 

General  WILLIAMS.   Sir,  let  me  first  state  the  initial,  or 
interim,  estimate  we  provided  for  drawdown  costs.   These  ranged  from 
$1  billion  to  $4.9  billion  for  modifications  to  the  Lower  Snake  River 
dams.   Additional  information  regarding  these  estimates  is  provided 
below. 

The  Corps  is  evaluating  drawdown  scenarios  in  the  System 
Configuration  Study  (SCS) .   The  SCS  will  assess  alternative 
modifications  to  the  Snake  and  Columbia  River  system  which  would 
improve  conditions  for  the  migration  of  anadromous  fish.   The  study  of 
alternatives,  which  includes  the  drawdown  alternative,  is  being 
conducted  in  two  phases.   During  the  first  phase,  a  preliminary 
assessment  of  alternatives  will  be  conducted.   A  decision  to  continue 
studies  would  be  based  on  regional  support  and  recommendations  made  by 
Corps.   During  Phase  II,  detailed  studies  of  the  most  likely 
alternatives  will  be  conducted.   The  more  detailed  Phase  II  report 
could  be  used  for  Congressional  authorization  and  subsequent  funding 
for  implementation  of  specific  alternatives  which  have  received 
regional  support . 

Alternatives  to  be  analyzed  include  those  recommended  in  the 
Northwest  Power  Planning  Council  (NPPC)  Amendments  to  the  Columbia 
River  Basin  Fish  and  Wildlife  Program  -  Phase  II  adopted  December  11, 
1991.   SCS  will  also  be  the  mechanism  for  evaluating  any  additional 
alternatives  that  may  be  proposed  as  part  of  or  in  response  to  the 
ongoing  Endangered  Species  Act  activities,  particularly  the  recovery 
plan.   Alternative  long-term  actions  considered  include:   Lower  Snake 
Reservoir  Drawdown;  John  Day  Reservoir  Drawdown;  Additional  Upstream 
Storage  -  Snake  River  Basin;  Upstream  Collector  and  Conveyance; 
Improvements  to  Existing  Fish  Facilities. 

The  Phase  I  Study  focuses  primarily  on  the  engineering  aspects, 
particularly  the  design  and  cost  estimates,  for  constructing  the 
various  alternatives.   Impacts  to  anadromous  and  resident  fish,  other 
aquatic,  and  terrestrial  resources  and  heibitats  will  be  analyzed  to 
estimate  potential  impacts  of  design,  construction  and  operation  of 
the  alternatives.   Potential  mitigation  measures  will  be  identified. 
In  some  cases,  where  there  is  not  enough  time  to  fully  evaluate 
impacts  and  mitigation  measures,  significant  potential  problems  will 
be  identified  for  future  study.   Reservoir  operation/regulation,  and 
biological  effectiveness  studies  will  be  preformed.   Hydropower  and 
other  economic  effects  will  be  evaluated.   Cost  effectiveness  in 
producing  anadromous  fish  outputs  will  be  the  measure  of  economic 
performance . 


220 


The  Phase  I  report  is  scheduled  to  be  distributed  to  the  public 
this  fall/winter.   No  date  has  been  developed  for  the  Phase  II 
studies.   The  plan  of  study  and  management  plan  for  the  Phase  II  will 
be  developed  following  completion  of  the  Phase  I  report. 

The  Interim  Report  for  the  SCS  Phase  I  was  distributed  for  public 
review  in  November  1992.   The  report  identified  the  preliminary 
results  of  the  engineering  evaluations  for  the  SCS  Phase  I.   These 
results  were  also  presented  to  the  Northwest  Power  Planning  Council  in 
December  1992.   As  mentioned  earlier,  the  estimated  cost  for  modifying 
all  four  of  the  Lower  Snake  River  dams  to  safely  and  effectively 
accomplish  drawdown  ranged  from  $1-4.9  billion.   These  estimates  only 
include  the  construction  costs  for  the  modifications.   They  also 
included  inflation  for  each  feature  calculated  to  the  mid-point  of 
constrijction  using  0MB  inflation  factors.   These  estimates  are 
considered  to  be  preliminary  and  were  developed  for  planning  purposes 
only  -  for  comparing  the  various  alternatives.   Not  included  in  these 
estimates  are  costs  associated  with  economic  impacts  i.e.,  power, 
navigation,  recreation,  irrigation,  etc.;  potential  mitigation 
measures,  and  operation  and  maintenance  costs.   These  other  costs  are 
in  the  process  of  being  developed  and  will  be  included  in  the  Phase  I 
Report. 

COLUMBIA  RIVER  SYSTEM  COSTS 

Senator  GORTON.   A  variety  of  factors  have  combined  to  place  the 
Bonneville  Power  Administration  under  severe  financial  stress. 
Bonneville  customers  are  facing  a  rate  increase  of  up  to  20%  or  more, 
the  impacts  of  which  on  the  economy  of  the  Northwest  could  be  severe. 

To  minimize  the  required  rate  increase,  Bonneville  is  doing 
everything  possible  to  cut  its  costs.   Can  you  tell  me  what  the  Corps 
is  doing  to  cut  its  cost  on  the  Columbia  River  system  to  help 
Bonneville  during  this  time  of  crisis? 

General  WILLIAMS.   Sir,  we  have  reviewed  our  Columbia  River 
system  and  capital  investment  programs  for  FY  93  through  FY  95  with 
the  goal  of  reducing  costs  wherever  possible.   We  have  concluded, 
however,  that  any  significant  reduction  will  have  serious  impacts  on 
the  operating  system.   The  infrastructure  would  be  exposed  to 
unnecessary  jeopardy  by  reducing  maintenance  to  levels  that  do  not 
adequately  protect  the  federal  investment.   Our  capital  investment 
progrcun  is  addressing  needed  replacements  and  rehabilitations  that  are 
mitigating  the  gradual  decline  in  reliability  of  aging  hydropower 
plants.   Our  Columbia  River  fish  program,  which  is  aimed  primarily  at 
improving  migration  conditions  for  anadromous  fish,  is  funded  at 
levels  necessary  for  protecting  listed  species.   In  summary,  we 
believe  that  our  progrcimmed  level  of  expenditures  is  necessary  to 
assure  the  continued  successful  operation  of  the  system  in  the  future. 

SENATOR  GORTON.   We  all  recognize  the  need  for  the  Corps  to 
become  more  efficient,  and  most  admit  that  some  sort  of 
reorganization  is  appropriate.   However,  there  is  naturally  a 
great  deal  of  concern  among  Corps  employees  and  those  who  rely  on 
the  Corps  services  about  the  most  recent  reorganization  plan. 
This  concern  has  been  compounded  by  the  paucity  of  information 
about  the  status  of  that  plan  within  the  Administration.   Could 
you  give  us  an  idea  of  where  the  Corps  is  headed  with 
reorganization  and  what  we  can  expect  in  the  next  several  months: 

General  WILLIAMS.   The  Corps  reorganization  plan  is  currently 
on  hold  pending  review  by  the  Office  of  the  Secretary  of  Defense. 
No  implementation  will  take  place  until  approved  by  OSD .   On  March 
15,  1993,  in  his  latest  public  statement  on  the  matter.  Secretary 
Aspin  responded  to  a  question  from  a  member  of  the  Base  Closure 
Commission  on  Corps  reorganization.   At  that  time,  he  recognized 
the  need  fot  realignment,  but  noted  a  concern  with  the  process 
that  the  Corps  followed  in  developing  the  current  plan.   The  Corps 
is  taking  no  action  on  the  plan  while  it  is  under  review  at  OSD. 
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LUMMI  SHORE  ROAD 

Senator  GORTON.   The  Luniini  Shore  Road  is  the  principal  arterial 
around  the  peninsula  that  comprises  the  bulk  of  the  Lummi  Indian 
Reservation.   The  road  has  suffered  from  severe  erosion  over  the  past 
several  years,  and  currently  represents  both  a  safety  hazard  and  a 
detriment  to  the  tribal  economy.   The  Corps  has  committed  to 
performing  emergency  construction  this  year  on  the  most  dangerous 
parts  of  the  road,  but  full  reconstruction  is  required.   I  am  grateful 
for  the  Corps'  assistance  to  date. 

I  would  like  to  know  the  Corps'  capability  to  perform  a 
feasibility  study  on  road  reconstruction  in  FY  1994.   Would  you 
provide  me  this  information? 

General  WILLIAMS.   Sir,  the  Seattle  District  has  been  in  close 
communication  with  the  Lummi  Tribe  on  the  Lummi  Shore  Road  erosion 
problem.   By  letter  dated  April  2,  1993  the  Corps  responded  to  the 
tribe's  request  for  assistance  indicating  that  the  problem  and 
potential  solutions  will  be  studied  under  the  Corps'  Continuing 
Authority  Program,  specifically  under  the  authority  of  Section  103  of 
the  1962  Rivers  and  Harbors  Act.   We  anticipate  the  study  will  be 
initiated  in  the  fall  of  1993. 

PUGET  SOUND  CONFINED  DISPOSAL  SITES  STUDY 

Senator  GORTON.   Increasing  amounts  of  contaminated  dredge 
materials  are  being  found  in  Puget  Sound  as  environmental  cleanup 
projects  are  undertaken  and  navigation  channels  are  maintained.   These 
materials  are  unsuitable  for  unconfined  open  water  disposal  at 
established  sites. 

The  Puget  Sound  Water  Quality  Management  Plan,  approved  under  the 
Clean  Water  Act  national  estuary  program,  called  on  the  Washington 
Department  of  Ecology  to  study  the  viability  and  utility  of 
establishing  a  multiuser  site  for  the  confined  disposal  of 
contaminated  sediments.   This  report  recommended  that  a  Puget  Sound 
Sediment  Disposal  Action  Plan  be  developed  to  detail  the  siting 
process,  roles  for  the  site,  liability  management  plans  and  site 
funding.   The  Seattle  District  Corps  of  Engineers  included  funding  for 
this  project  in  its  FY  1993  budget,  but  no  funds  were  appropriated. 

Would  you  tell  me  the  Corps'  capability  to  perform  this 
reconnaissance  study  in  FY  94? 

General  WILLIAMS.   Sir,  we  are  aware  of  the  desire  of  the  State 
of  Washington  and  other  local  interests  for  the  Corps  to  conduct  a 
reconnaissance  study  for  this  purpose.   However,  there  is  little  basis 
for  a  broad-based  Federally- funded  General  Investigations  study  of  the 
disposal  of  contaiminated  dredged  material  in  Puget  Sound  in  connection 
with  the  Corps'  civil  works  mission.   Consequently,  we  have  no 
capability  to  initiate  such  a  study  in  FY  1994. 

WALLA  WALLA  DISTRICT  DISPOSITION 

Senator  GORTON.   Money  has  been  appropriated  in  the  Energy  and 
Water  Appropriations  bill  in  each  of  the  past  two  years  for  the  Corps 
to  study  rehabilitation  and  demolition  alternatives  for  the  old  Corps 
building  in  Walla  Walla,  Washington.   The  Corps'  study  concluded  that 
the  demolition  cost  would  be  $2.6  million,  including  nearly  $1  million 
for  asbestos  removal.   Would  you  tell  me  what  is  the  Corps'  capability 
to  perform  this  work  in  FY  1994? 

General  WILLIAMS.   Sir,  demolition  of  the  buildings  is  the 
responsibility  of  the  General  Services  Administration.   However,  if 
the  Corps  was  authorized,  directed  and  funded  by  Congress,  this  work 
would  be  within  the  Corps  capability  for  FY  1994. 
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QUESTIONS  SUBMITTED  BY  SENATOR  FEINSTEIN 

LOS  ANGELES  AND  LONG  BEACH  HARBORS 

Question.   Mr.  Secretary,  the  Corp's  request  for 
Preconstruction  Engineering  and  Design  (PE&D)  for  the  Los  Angeles 
Harbor's  2020  project  is  $2,000,000  in  FY  1994,  the  same  as  it 
was  in  FY  1993.   In  view  of  the  fact  that  we  have  been  allocating 
such  funds  to  this  project  for  several  years  now,  can  you  give  me 
a  clear  idea  as  to  when  you  expect  the  Chief's  Report  on  the 
channel  deepening  project  to  be  issued? 

Answer.   The  Los  Angeles  District's  response  to  the 
Washington  Level  Review  Center  (WLRC)  comments  on  the  final 
feasibility  report  are  to  be  submitted  to  South  Pacific  Division 
by  the  end  of  June  1993.   These  comments  will  be  provided  to  WLRC 
and  Headquarters  at  which  time  the  process  for  the  Chief's  Report 
and  Record  of  Decision  can  be  completed. 

Question.   It  is  my  understanding,  Mr.  Secretary,  that  the 
project  has  been  under  review  in  Headquarters  since  October  1  of 
last  year.   Can  you  tell  me  if  there  are  any  specific  issues  that 
are  likely  to  impede  a  final  decision  six  to  nine  months  from 
now? 

Answer.   The  Los  Angeles  District's  responses  are  expected 
to  resolve  the  issues  raised  by  the  Washington  level  review. 
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QUESTIONS  SUBMITTED  BY  SENATOR  CONRAD 

FORT  YATES  HIGHWAY  BRIDGE,  NORTH  DAKOTA 

Question.  Would  the  Corps  provide  the  Subcommittee  with  the  status 
of  the  Missouri  River  Bridge  Project  Near  Linton,  North  Dakota?  What  is 
the  Corps'  timeline  for  each  step  of  this  project,  from  the  present  time 
to  completion? 

Answer.  The  Omaha  District  is  presently  developing  the  General 
Reevaluation  Report  which  includes  the  Environmental  Impact  Statement 
(EIS) ,  Project  Cooperation  Agreement  (PCA)  and  the  Engineering  Appendix 
(30%  bridge  design) .  The  PCA  is  being  negotiated  with  the  sponsor. 
North  Dakota  Department  of  Transportation,  and  can  be  signed  after  the 
General  Reevaluation  Report  has  been  approved  by  the  Assistant  Secretary 
of  the  Army  (Civil  Works) .  The  current  schedule  is  to  complete  the 
General  Reevaluation  Report  by  July  1993,  sign  the  PCA  in  February  1994, 
and  complete  design  of  the  project  in  December  1994.  Real  Estate 
acquisition  by  the  State  of  North  Dakota  will  start  after  the  PCA  has 
been  signed  and  will  take  nine  to  fifteen  months  to  complete.  This 
could  result  in  the  award  of  a  construction  contract  for  the  bridge  in 
the  Fall  of  1995. 

Question.   What  is  the  latest  cost  evaluation  of  the  project? 

Answer.  The  preliminary  cost  estimate  for  this  project  was 
$38,500,000.  The  most  recent  unapproved  cost  estimate,  which  is  still 
being  reviewed  for  cost  reduction  items,  indicates  a  project  cost  of 
$48,200,000.  The  increase  in  cost  was  primarily  due  to  the  placement  of 
fill  in  deeper  water  than  originally  anticipated. 

Question.  If  the  Corps  has  not  approved  cost  estimates,  when  does 
it  plan  to  do  so? 

Answer.   A  revised  estimate  is  scheduled  to  be  approved  in 
July  1993. 

Question.  Does  the  Corps  estimate  it  will  need  additional  funding 
to  complete  this  project? 

Answer.   The  $2,500,000  provided  in  Public  Law  102-104,  the  Energy 
and  Water  Development  Appropriations  Act,  1992  will  be  used  for  the 
preparation  of  design  and  construction  documents  for  the  bridge  and 
causeways.   Therefore,  additional  funding  will  be  required  to  construct 
the  bridge  and  causeways. 

Question.  When  does  the  Corps  expect  to  sign  the  Project 
Cooperation  Agreement? 

Answer.  The  Project  Cooperation  Agreement  (PCA)  is  scheduled  to  be 
signed  in  February  1994.  However,  no  construction  funds  will  be 
required  in  FY  1994. 
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QUESTIONS  SUBMITTED  BY  SENATOR  DANFORTH 

MISSOURI  RIVER  MASTER  WATER  CONTROL  MANUAL  REVIEW  AND  UPDATE 


321    Question.     What  is  the  specific  timetable   for  issuance  of  an  updated   Master  Water 
Control  Manual  for  the  Missouri  River? 

321    Answer.    The  timetable   for  the  Master  Manual  Review  and  Update   is  as  follows: 


Preliminary  Draft  to  OASA(CW),  HQUSACE, 
States,  Tribes,  Federal  Agencies  for  review.  May  1993 


Issue  Review  Conference.  August  1993 

Washington  Level  Guidance   Memorandum.  September  1993 


Draft  HS  and  Technical  Reports   released   for 
public  review.  January  1994 


Final  EIS  submitted   for  Administration    Review.  November  1994 

Record  of  Decision  signed  by  ASA(CW).  January   1995 

Issue  Updated   Master  Manual.  May  1995 

Question.    Does  the  Corps  of  Engineers  assign,  or  plan  to  assign,  in  its  analyses 
for  revising  the  Master  Manual,  a  greater  weight  and  value  to  uses  of  the  system 
prioritized   in  the  current  Master  Manual   (flood  control,  irrigation,  water  supply, 
navigation,  power  generation)   than  to  those  uses  that  are  not  prioritized  (recreation, 
fish  and  wildlife)?    How  does  this  differentiation    manifest  itself? 

Answer.  The  Master  Manual  Review  and  Update  studies  to  date  have  taken 
an  objective  look  at  the  impacts  associated  with  potential  changes  to  the  current 
Water  Control  Plan  described  in  the  Master  Manual.  These  studies  have  not  been 
constrained  with  regard  to  any  priority  among  project  purposes.  Any  changes 
proposed  will  receive  a  thorough  Administration   review  prior  to  being  implemented. 

CONCLUSION  OF  HEARINGS 

Senator  Domenici.  That  concludes  the  hearings.  The  subcommit- 
tee will  recess  and  reconvene  subject  to  the  call  of  the  Chair. 

[Whereupon,  at  4:35  p.m.,  Thursday,  May  26,  the  hearings  were 
concluded  and  the  subcommittee  was  recessed,  to  reconvene  subject 
to  the  call  of  the  Chair.] 
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